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FOREWORD 

If  this  hook  shows  restraint  in  characterizing  meamires 
and  men,  effort  to  discern  hopeful  tendencies  in  a  time 
of  misgiving,  this  is  thanks  in  great  degree  to  influence 
of  one  whose  name  is  omitted,  lest  he  be  taken  to  have 
sanctioned  a  manuscript  no  part  of  which  he  has  seen, 
and  which  deals  with  problems  upon  which  his  opinions 
have  not  been  expressed.  Little  utterance  of  opinion 
wiU  be  found  in  these  pages.  Whatever  there  is  of 
impression,  of  emphasis,  of  interpretation,  represents 
the  author  in  his  personal  capacity  alone  and  in  no 
way  reflects  the  ideas  of  any  one  with  whom  he  may  be 
associated. 


INTRODUCTION 

MR.  NOXON'S  book  is  a  timely  and  valuable 
.  contribution  to  business  literature,  a  field  of 
authorship  that  is  comparatively  new  and  hereto- 
fore little  occupied.  Books  on  economics,  science, 
art,  history,  travel,  religion,  and  fiction  are  as  the 
sands  of  the  sea,  but  you  will  search  long  and  find 
few  worth-while  productions  in  the  field  of  business 
literature.  The  reason  is  not  because  there  is  a 
dearth  of  material,  nor  that  the  story  cannot  be  in- 
terestingly told,  but  rather  the  absence  of  a  profitable 
reading  public ;  for  business  men  as  a  class  have  not 
yet  learned  to  read  books,  either  as  a  pastime  or  as  a 
duty,  and  have,  therefore,  missed  the  material  ad- 
vantage and  the  inspiration  to  be  drawn  from  those 
who  through  experience  or  research  have  qualified 
themselves  to  write  upon  vital  business  subjects. 

Are  We  Capable  of  Self-Govemmentf  is  a  worthy 
addition  to  any  hbrary,  and  especially  to  the  library 
of  a  busy  man.  It  is  not  a  history,  yet  it  contains 
so  much  of  authentic  history  as  to  give  it  the  standing 
of  a  text-book.  It  is  not  a  story,  yet  the  ideas  flow 
along  so  smoothly  as  to  make  the  reading  very  easy, 
while  its  epigranmiatic  wealth,  which  challenges  the 
attention  and  compels  thoughtful  analysis,  lends  a 


INTRODUCTION 

charm  to  every  chapter  of  the  book.  It  is  not  an 
economic  dissertation,  yet  it  contains  much  of 
sound  economics.  It  is  not  a  biography,  yet  so  far 
does  it  draw  lessons  from  the  utterances  of  thoughtful 
men  as  to  be  a  compilation  of  the  best  thoughts  of 
some  of  the  best  thinkers  of  our  time.  Altogether, 
this  work  is  such  a  delightful  commingUng  of  history, 
economics,  political  science,  and  business  sense  that 
it  becomes  palatable  to  the  mind,  catchy  to  the 
imagination,  with  just  enough  of  the  altruistic  to 
satisfy  that  indefinable  longing,  even  in  the  most 
sordid,  to  do  something,  be  something,  and  beUeve 
in  something  which  may  be  regarded  as  unselfish. 

The  author  has  not  tried  to  answer  the  question 
which  the  title  of  the  book  propounds,  but  rather  to 
review  the  nation's  recent  legislative  and  bureau- 
cratic strictures  upon  organized  business,  sometimes 
true  to  the  fundamental  principles  of  our  government, 
sometimes  ludicrously  childish  and  inconsistent,  yet, 
because  the  underlying  purpose  has  been  honest 
rather  than  \acious,  making  for  general  progress. 

Several  distinct  fields  of  usefulness  may  be  found 
for  this  book,  not  to  be  read  and  laid  aside,  but  to  be 
kept  in  a  convenient  place  where  it  may  be  easily 
reached  and  consulted  as  a  book  of  reference. 

Men  of  affairs  have  been  making  two  chief  com- 
plaints and  organizing  to  improve  the  conditions 
complained  of.  First,  each  has  in  his  own  business  a 
problem  in  relation  to  the  government  which  he  is 
desperate  to  solve.  Second,  he  receives,  almost 
daily,  communications  from  other  business  men  or 
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from  business  organizations  seeking  his  co-operation 
in  solving  their  problems  relating  to  government, 
and  he  often  feels  helpless  by  reason  of  his  lack 
of  information,  and  embarrassed  because  not  in  a 
position  to  discriminate  between  the  sound  and  the 
specious,  the  primary  and  the  secondary,  the  urgent 
and  what  will  wait,  or,  in  fact,  to  lend  any  effective 
aid  even  when  he  ventures  an  opinion. 

Such  men  will  find  in  Mr.  Noxon's  book  the 
answers  to  some  of  their  own  unspoken  questions 
concerning  our  economic  future,  and,  better  still, 
will  find  the  answers  to  other  men's  questions  when 
they  are  desh'ous  of  expressing  an  opinion  founded 
upon  broad  research  into  our  history  and  upon  sound 
deductions  drawn  from  our  own  experience. 

The  book  impresses  me  as  holding  an  especial 
appeal  to  the  women  of  our  country,  many  of  whom 
are  thinking  more  consistently  upon  our  problems 
than  are  the  men.  Women  can  bring  to  the  consider- 
ation of  public  affairs  a  temperament  and  a  sym- 
pathy tending  to  broaden  policies  hitherto  developed 
wholly  by  men.  Obviously  they  should  equip  them- 
selves with  the  conm[ion  background  essential  to 
both  men  and  women,  should  intensify  their  sense 
of  responsibility  for  understanding  every  unescap- 
able  question  of  first  rank,  whether  it  attracts  them 
or  not,  and  should  attain,  by  persistent  application 
and  discipline,  that  perspective,  proportion,  and 
grasp,  amid  a  babel  of  voices,  of  the  situation  as  a 
whole,  which  the  best  balanced  men  have  been  ex- 
pected to  show.    Woman's  chief  political  oppor- 
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tunity  and  obligation  are  in  relating  public  sentiment 
to  ascertained  facts  and  well-considered  thought,  on 
the  one  hand,  and  to  governmental  action,  on  the 
other,  and  Mr.  Noxon's  book  has  set  forth  many 
of  these  facts  in  such  an  attractive  and  convincing 
form,  with  such  sound  logic  and  reasoning,  that 
innumerable  questions  which  may  occur  to  the 
woman's  mind  will  here  find  an  answer — answers 
which  she  has  not  yet  been  able  to  secure  through 
her  conference  with  mere  man. 

Nor  is  this  book  of  less  value  to  professional  men, 
who  will  find  the  complex  questions  of  our  day 
treated  from  an  intensely  practical  rather  than  a 
theoretical  point  of  view,  and  drawing  a  clear  and 
unmistakable  line  between  the  theoretical  ideal,  tow- 
ard which  we  may  all  be  willing  to  strive,  and  the 
practical  ideal  with  which  we  must  all  be  satisfied. 

Finally,  such  chapters  as  "The  Voice  of  All 
Business"  and  the  chapters  referring  to  monetary 
legislation,  railroad  operation,  and  the  Trade  Com- 
mission, should  appeal  strongly  to  leaders  and  staff 
men  in  national  trade  organizations  and  local  cham- 
bers of  commerce,  who  desire  to  use  the  relationship 
of  business  men  to  national  affairs  as  the  basis  of  a 
campaign  for  strengthening  their  own  organizations 
and  bringing  a  larger  sense  of  patriotic  duty  to  the 
minds  of  their  members.  In  these  chapters  one 
may  find  the  underlying  reasons  for  the  existence  of 
our  business  organizations,  as  well  as  reference  to  the 
opportunities  which  they  hold  for  great  future  use- 
fulness to  the  nation. 
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Mr.  Noxon's  book  goes  far  to  show  that  self- 
government  has  by  no  means  failed,  and  points 
rather  clearly  to  those  factors,  individual  and  or- 
ganized, which  may,  by  co-operation  and  a  common 
patriotic  purpose,  perform  their  functions  with  such 
thoughtfulness  for  the  ultimate  effect  upon  the 
national  life  as  to  insure,  beyond  all  question,  the 
maintenance  of  our  form  of  government  as  the  most 
efficient  and  the  most  beneficent  under  the  sim. 

The  book  is  worthy  of  a  place  in  the  literature  of 
our  day,  and  inasmuch  as  the  ambition  of  the  author 
is  to  create  something  useful  rather  than  simply 
readable,  his  reward  should  be  a  grateful  pubhc  and 
a  consciousness  of  having  contributed  a  readable 
story  text-book  that  will  make  for  clearer  thinking, 
better  reasoning,  and  surer  success  of  our  form  of 
government  than  though  it  had  not  been  written. 

Habby  a.  Wheeleb. 

CmcAQo,  March  1, 1917. 
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ARE  WE  CAPABLE  OF 
SELF-GOVERNMENT? 

Chapter  I 

ACCOMPLISHMENT,    OPPORTUNITY,    AND    MISQIVING 
A  TEST  PERIOD 

FIFTEEN  or  twenty  years  before  1900  (some  put 
it  longer)  was  an  era  concerning  which  after- 
ward many  said  that  the  American  people  did  not 
govern  themselves,  but  were  governed  by  powers 
who  controlled  the  nominal  officers  of  government 
and  were  not  responsible  to  the  electorate.  Four- 
teen years  following  1900  formed  another  and  a  dif- 
ferent era — an  era  in  which  the  people  attempted  to 
govern  themselves — to  get  the  government  back 
into  their  hands  by  making  the  nominal  officers  of 
government  more  responsible  to  the  electorate  and 
by  making  those  officers  control  all  other  powers 
whatsoever. 

The  first  period  was  a  time  of  abundant  prosperity. 
Financial  and  industrial  disturbances  were  followed 
by  recovery  or  quickening  of  the  former  rate  of  na- 
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tional  development.  The  second  period,  from  the 
assassination  of  President  McKinley  in  1901,  en- 
joyed for  half  its  length  a  continuance  of  such  re- 
coveries; a  great  expansion  culminating  in  1906-07. 
Then  ensued  a  reaction.  The  new  attempt  at  actual 
self-government  had  now  gone  far  and  was  annually 
adding  to  its  experiments.    More  of  this  at  length. 

War  in  Europe  ushered  in  still  another  type  of 
epoch.  One  phase  as  this  period  opened  made  it 
property  incomparable  with  any  recent  stretch  of 
years.  The  conflict  was  an  external  factor.  It  first 
cut  down  foreign  markets  for  American  goods  and 
foreign  supplies  of  capital  for  America.  This  unfav- 
orably affected  American  prosperity.  It  then,  sec- 
ond, gave  America  vast  munitions  contracts  and 
large  belligerent  consumption  of  American  food- 
stuffs. These  elements  in  turn  favorably  affected 
American  prosperity.  For  this  reason  a  test  in  fig- 
ures of  the  effect  which  the  attempt  at  self-govern- 
ment had  upon  national  prosperity  would  end  with 
the  fiscal  year  1914. 

If  the  purpose  of  historical  inquiry  is  to  aid  in 
understanding  the  past  as  a  guide  to  the  present 
and  the  future,  then  the  era  between  the  assassina- 
tions of  McKinley  and  of  the  Austrian  heirs  con- 
tfidns  instruction,  whether  of  assurance  or  of  warn- 
ing, for  all  men  who  shall  hereafter  make  trial  of 
self-government. 

Three  questions: 

1.  What  institutions  did  Americans  in  1916  beUeve 
they  possessed  the  preservation  of  which  was  hoped 
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for  under  self-government?    What  was  the  national 
future  to  which  thoughtful  men  looked  forward? 

2.  What  was  the  view  of  leading  men,  and  what 
was  shown  by  the  facts,  as  to  national  prosperity? 

3.  Had  the  country  worked  out  mechanism,  per- 
sonnel, and  conditions  calculated  for  avoiding  the 
mistakes  which  in  the  past  had  turned  republics 
into  dependencies,  into  empires,  or  into  deserted 
ruins? 

PROMISE   AND   QUESTIONING 

Pohtical  accomplishment  during  three  himdred 
years  had  given  America  early  in  the  twentieth  cen- 
tury a  position  which  some  historical-minded  men 
seemed  to  suppose  would  rank  among  the  foremost 
of  recorded  time.  It  had  become  a  vogue,  to  be  sure, 
even  at  home,  to  compare  the  United  States  un- 
favorably with  England,  France,  and  Germany  in 
some  aspects  on  the  score  of  personal  liberty.  There 
were  those,  too,  who  ascribed  the  prosperity  of  the 
country  and  its  attractiveness  for  immigrants  to 
abundant  natural  wealth;  the  survival  of  the 
Republic  to  its  economic  self-sufficiency  and  its 
geographical  isolation.  Yet  in  the  midst  of  such 
searching  questions  so  cool  and  qualified  a  Briton  as 
John  Morley  could  say,  in  1914,  "Mount  Sinai,  the 
Mount  of  Olives,  and  the  State  House  yard  in 
Philadelphia  hold  commanding  positions  in  the 
courses  of  the  sun." 

Conditions  of  life  in  the  United  States  of  1916 
were  such  that  few  men  anywhere  contemplated 
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without  dismay  the  possibility  of  a  change  to 
absolutism,  whether  by  conquest  from  without,  or 
by  rise  of  a  military  dictator,  or  indirectly  to  one 
of  the  two  by  the  route  of  socialism.  The  United 
States,  in  standards  of  life  and  in  the  arts,  was 
emerging  out  of  pioneer  crudity.  Many  signs  in- 
dicated one  of  those  eras  of  educational  organization, 
of  deference  to  knowledge  and  to  training,  of  self- 
discipline  and  concentration,  of  popular  discernment, 
which  in  some  epochs  have  culminated  in  literary,  phil- 
osophical, and  fine  art  production  of  supreme  quality. 
Such  was  the  future  pictured  by  the  imagination. 
The  outcome,  on  the  other  hand,  was  questioned  by 
serious  observers.  Would  the  opportunity  to  win 
a  lofty  place  in  creative  intellect  be  preserved  for 
fulfilment?  This  people  whose  hope  of  a  new  glory 
soared  so  high  had  in  fullness  of  time  left  behind  it 
the  era  of  inexhaustibility  in  natural  resources  and  of 
geographical  and  commercial  isolation.  To  con- 
serve instead  of  wasting  was  the  text  of  a  thousand 
preachments.  The  inevitable  plunge  had  at  last 
been  made  into  commercial  rivalry  with  outer  forces. 
Science  had  reduced  the  oceans  to  a  river's  span  for 
hostile  fleets  and  armies.  Many  doubted  whether 
Americans  could  adapt  themselves  to  this  new  and 
fierce  environment.  In  ancient  Greece,  reaction 
toward  monarchism,  toward  national  decay,  and 
toward  absorption  by  a  military  power  was  post- 
poned until  intellectual  triumph  had  been  added  to 
political.  Could  the  American  Republic  save  itself 
from  decay,  reaction,  and  even  absorption? 


( 


ACCOMPLISHMENT,  OPPORTUNITY,  MISGIVING 

How  heavy  this  uncertainty  lay  upon  any  typical 
American  spirit  which  the  apprehension  had  touched 
will  be  made  clearer  by  indexing  the  political  lega- 
cies from  the  past  and  defining  the  pohtical  problems 
with  which  the  United  States  had  still  to  deal  in 
1916.  It  may  be  prudent  to  profit  by  the  experience 
of  the  new  Scotch  minister  making  his  first  call  upon 
an  old  lady  with  an  ear-trumpet.  "Let  us  gang  o'er 
the  fundamentals,"  said  she.  The  minister  com- 
municated the  theological  fundamentals  in  bulletins; 
and  if  the  poUtical  fundamentals  are  to  be  discussed 
with  those  whose  hardness  of  hearing  consists  in 
their  being  extremely  busy,  so  may  we: 

THE  STORY  OF  HTTMAN   UBERTY 

Egypt — protection  to  property  and  systematic 
civil  immunities  (except  for  laboring  classes  and 
slaves),  the  individual  having  his  place  assigned  him 
by  birth,  caste,  rigid  supervision  of  the  ruling 
priesthood. 

Asiatic  Phoenicia — a  form  of  compact  between  the 
king  and  certain  classes  of  subjects. 

Carthage — election  of  the  king  for  life  by  suf- 
frage of  certain  classes;  two  consuls  elected  by  a 
merchant  aristocracy;  large  slave  class. 
fi  Greek  OUgarchy — nine  magistrates,  elected  from 
more  than  one  family,  one  ranking  as  king;  later, 
ten  generals,  all  nobles,  appointed  by  the  king. 

Greek  City  Repubhcs — independent  city  admin- 
istered  by   temporary   elected   magistrates   under 
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written  laws  adopted  in  town  meeting,  with  suffrage 
for  all  adult  male  members  of  families  in  which  the 
franchise  was  hereditary — roughly,  all  but  slaves  and 
"strangers"  of  whatever  generation;  town  meeting 
as  a  judicial  court,  with  systematic  legal  traditions; 
loose  temporary  federation  of  independent  cities  for 
defense  or  offense,  administered  by  a  popular  as- 
sembly in  which  every  citizen  of  all  the  cities  could 
vote  if  he  could  go  to  the  meeting-place;  hberty  of 
the  individual,  whether  a  voter  or  not  (except  in  the 
main  laborers,  artisans,  and  servants,  most  of  whom 
were  slaves),  to  assign  himself  to  his  own  place  in 
life  free  from  restriction  of  caste,  of  priest,  or  of  ruler; 
personal  freedom  of  will  and  conscience. 

Roman  Republic — a  single  city  ruling  all  the  cities, 
towns,  and  country  of  a  wide  area;  executive  power, 
including  ecclesiastical  authority,  vested  temporarily 
in  magistrates  drawn  from  all  orders  and  in  a  Senate 
appointed  for  life  from  among  all  orders,  administer- 
ing written  laws;  legislative  power  exercised  by  the 
Senate  and  an  Assembly  of  the  people  in  which  any 
free  subject,  wherever  he  Uved,  had  the  franchise  if  he 
could  go  to  Rome  to  use  it;  permanent  statutes  equal 
for  all  orders;  theoretical  equality  before  the  law. 

Roman  Empire — courts,  non-religious  judges,  rec- 
ords of  judicial  decisions,  a  system  of  jurisprudence 
based  primarily  on  the  good  of  the  state,  but  also  on 
individual  hberty  and  rights;  accused  considered 
innocent  imtil  proven  guilty. 

Byzantine  Empire — ^a  code  of  civil  laws  based  on 
the  good  of  the  state. 
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Papal  Rome  and  Holy  Roman  Empire — beginnings 
toward  abolition  of  slavery. 

Medieval  Monarchies — tribes  uniting  in  shires, 
shires  in  nations,  nations  sometimes  in  federal  em- 
pires; executive  power  vested  for  life  in  a  king  elected 
with  ecclesiastical  concurrence,  usually  from  among 
a  nobility,  or  inherited;  emperor  elected  by  repre- 
sentatives of  constituent  kingdoms;  government 
carried  on  through  appointed  council  and  magis- 
trates; national  assemblies  composed  of  three  orders: 
clergy,  nobles,  and  representatives  of  chartered  com- 
mercial or  guild  cities  (sometimes  four  orders,  as  in 
Sweden,  which  had  a  house  of  peasants) ;  adaptation, 
except  in  England,  of  the  Roman  legal  system,  based 
primarily  on  the  good  of  the  state,  appeal  in  criminal 
cases  from  lower  to  higher  courts  and  to  the  supreme 
sovereign;  lower  orders  in  agriculture  bound  to 
service  and  tribute,  but  inmiune  in  theory  from 
arbitrary  death  or  imprisonment,  and  entitled  to 
military  protection;  artisans  free  to  choose  in  which 
trades  they  would  indenture  their  sons. 

France — governmental  encouragement  of  arts  and 
letters;  use  of  vernacular  in  courts;  supersession  of 
ecclesiastical  by  lay  jurisdiction  in  criminal  courts; 
rise  of  third  estate. 

England,  Hungary,  Germany,  Holland — charter  or 
bull  guaranteeing  individual  immunity  from  arbitrary 
imprisonment,  from  arbitrary  deprivation  of  prop- 
erty, or  from  taxation  without  consent  of  a  national 
assembly  meeting  periodically;  privileges  granted 
from  "above." 

9 


ARE  WE  CAPABLE  OF  SELF-GOVERNMENT? 

Gennany — imperial  federation  of  independent 
principalities;  supreme  court  to  decide  disputes  be- 
tween constituent  states. 

Netheriand — federal  republic  of  independent  prin- 
cipalities; written  constitution;  executive  head,  the 
reigning  prince  of  the  strongest  state;  separation  of 
Church  and  state;  single  legislative  chamber  of 
members  appointed  by  the  states  for  terms  ranging 
from  two  years  to  life;  freedom  of  speech  and  of  the 
press. 

England — subordination  of  the  throne  to  written 
guarantees;  subordination  of  the  military  to  the 
civU;  administration  through  a  cabinet  appointed  at 
first  actually,  later  nominally,  by  the  crown,  from 
among  the  lords  and  the  elected  assembly;  two 
legislative  chambers,  separating  the  hereditary  and 
the  ecclesiastical  from  the  elective,  which  last  served 
a  definite  term  and  originated  revenue  measures; 
adult  male  suffrage  with  property  and  other  quali- 
fications ;  "common  law "  based  not  primarily  on  the 
good  of  the  state,  but  primarily  on  the  rights  of  the 
individual,  and  developed  by  judge-made  precedents; 
monopolies  outlawed;  toleration  of  religions;  free- 
dom of  speech  and  of  the  press,  freedom  of  the 
individual  to  choose  his  sphere  and  rise  to  eminence. 

A  GOVERNMENT  OP  LAWS  AND  NOT  OF  MEN 

It  was  the  common  behef  of  Americans  that  most 
of  this  poUtical  heritage  they  had  made  their  own. 
Witches,  to  be  sure,  were  burned  in  Salem  and 
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Quakers  hanged  on  Boston  Common.  Massachu- 
setts did  not  separate  Church  and  state  until  1833. 
Slavery  was  not  abolished  by  the  nation  until  1863. 
Men  were  executed  in  1916  without  due  process  of  law. 
A  Frenchman  would  greet  such  departures  from 
profession  in  the  spirit  of  Michelet's  jeer  at  England: 
"L^al  Pharisaism,  a  superstitious  reverence  of  the 
law,  but  underneath  .  .  .  Robin  Hood."  Jefferson, 
he  would  say,  the  prophet  of  constitutional  limita- 
tion upon  the  Executive,  bought  Louisiana,  and 
Roosevelt,  the  champion  of  popular  rights,  took 
Panama,  with  no  shadow  of  authority  either  in 
Constitution  or  in  statute.  The  Supreme  Court,  he 
would  go  on,  sacred  custodian  of  judicial  impartiality, 
decided  the  Dred  Scott  case  both  ways,  according 
to  its  Slave  or  Free  make-up  at  the  moment,  and 
in  anti-monopoly  interpretations  adjusted  itself  to 
popular  desire.  Congress,  he  would  conclude,  the 
precious  exemplar  of  legislative  submission  to  judi- 
cial interpretation  of  a  written  Constitution,  threw 
to  the  winds  the  Knight  decision,  which  had  denied 
Federal  jurisdiction  over  manufacturing  processes  be- 
cause carried  on  in  a  State  and  not  "commerce  among 
the  States,"  and  enacted,  without  a  ripple  of  public 
reprobation,  a  Federal  insi)ection  of  intrastate  beef- 
packing,  followed  a  few  years  later  by  a  law  prohibit- 
ing interstate  conmierce  in  the  products  of  child 
labor;  while  in  face  of  the  guarantee  against  depri- 
vation of  property  without  due  process  of  law  it  or- 
dained that  a  railroad  proposing  to  increase  a  rate 
should  be  held  guilty  of  overcharging  until  proved 
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innocent,  and  if  judged  innocent  should  be  per- 
petually deprived  of  recovery  on  the  earnings  thus 
by  due  process  declared  rightful  which  it  had  lost  in 
the  mean  time. 

All  this  was  admitted.  American  departures  from 
the  standard  of  "a  government  of  laws  and  not  of 
men"  had  all  along  down  to  1916  been  resorted 
to  on  supreme  occasions  and  even  to  some  extent 
habitually  in  such  cases  as  murder  acquittals  under 
"unwritten  law."  A  French  jury,  it  might  be  said, 
decides  not  whether  the  defendant  committed  the  act 
defined  in  the  statute,  but  whether  it  likes  him.  At 
times  American  juries  exhibited  the  same  weakness. 

Your  American,  nevertheless,  had  his  faith.  It 
makes  Uttle  difference  for  present  purposes  whether 
the  facts  justified  that  faith.  It  was  through  the 
eyes  of  that  faith  that  he  viewed  the  world  and  it 
was  its  urging  that  shaped  his  hopes,  fears,  and 
action.  He  is  to  be  studied  as  he  was,  not  as  some- 
body may  think  he  ought  to  have  been  under  the 
known  circumstances.  Mr.  Barrie  constructed  a 
trilogy  of  similar  studies.  In  Peter  Pan  he  set 
forth  how  life  looks  to  children  in  the  nursery — ^all 
flying  boys  and  girls,  fairies,  pirates,  and  fathers 
going  down-town  in  dog-kennels  for  penance.  In 
Alice -Sit -by 'the -Fire  life  was  (pictured  as  it  ap- 
pears to  maidenhood — all  scenes  from  the  theater 
and  the  novel,  amatory  escapades,  ventures  predi- 
cated on  the  absence  of  parental  control  or  social 
convention.  In  Leonora  he  drew  life  as  it  seems 
to  the  irresponsible  mother — quite  ready  to  murder  a 
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man  for  exposing  her  little  girl  to  a  draught,  and  to 
win  acquittal  by  flirting  with  judge  and  jury,  who 
prostrate  themselves  before  her  as  the  imquestioned 
center  of  the  universe.  In  the  same  way  America 
as  it  appeared  to  the  American  was  a  country  having 
"a  government  of  laws  and  not  of  men."  To  the 
Frenchman's  taunt  that  such  government  was  sus- 
pended whenever  convenient  he  would  retort  by 
applying  Aristotle's  remark  about  the  equity  branch 
of  the  law  and  saying  that  American  practice  "cor- 
rects the  law  where  the  law  is  defective  by  reason  of 
its  universality." 

Most  of  the  tune,  by  declaration  and  habit  hard- 
ened into  instinct,  the  American  would  say,  his 
government  had  conformed  its  practice — Federal  and 
State,  executive,  legislative,  and  judicial — to  that  of 
a  people,  as  Taine  said  of  the  English,  "respectful, 
independent,  and  obedient,  all  accustomed  to  strug- 
gling together  in  a  body  under  the  sanction  of  law." 
Men,  according  to  this  picture,  took  conformity  as 
a  matter  of  course;  they  were  surprised  at  in- 
fringement and  reprobated  it.  The  Colonies,  the 
States,  and  the  Federal  Republic,  in  spite  of  lapses 
great  and  small,  you  were  told,  had  "a  government 
of  laws  and  not  of  men." 

THE  FIVE  CORNER-STONES 

Five  essentials  of  an  ideal  government  are  some- 
times defined  by  authorities.  For  the  United  States 
it  was  claimed  that  it  substantially  had  all  five. 
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Such  a  government  (1)  confines  its  control  to  men's 
conduct,  leaving  uncontrolled  their  opinions.  Oc- 
casionally, in  America,  a  public  meeting  was  broken 
up  by  the  poUce  when  there  was  doubt  about  the 
actual  incitement  to  crime,  and  the  immigration 
laws  excluded  persons  who  were  opposed  to  the 
existing  form  of  government.  There  is  no  doubt, 
however,  that  one  of  the  reasons  why  Americans  de- 
sired to  perpetuate  their  institutions  was  that  they 
beUeved  opinion  was  uncontrolled  by  the  govern- 
ment, and  stmnp  orators  could  depend  upon  ap- 
plause when  they  protested  against  alleged  attempts 
at  suppression  of  facts  or  views. 

The  ideal  government  (2)  deals  with  men's  con- 
duct as  citizens,  not  as  moral  agents — controlling 
them  on  behalf  of  society,  not  on  behalf  of  any 
supernatural  authority.  American  ordinances  con- 
cerned themselves  with  Sabbath  observance,  Hquid 
diet,  art,  plays,  books,  the  press,  and  other  spheres 
of  human  conduct.  Foreign  visitors  and  returning 
travelers  flouted  American  "liberty"  as  having  no 
adequate  counterpart  in  civilization  short  of  Russia. 
The  average  American  did  not  take  this  seriously. 
He  passionately  beheved  the  national  tendency  and 
aspiration  to  be  definitely  toward  "Hberty,"  America 
to  be  in  advance  of  other  countries  in  this  respect. 
He  was  proud  of  the  boast  which  he  read  in  the 
encyclopedia:  "In  no  other  state  do  all  organizations 
for  the  purposes  of  religion  bear  exactly  the  same 
legal  relation  to  the  civil  authority." 

The  third  essential  of  an  ideal  government  is  that 
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it  (3)  reserve  to  the  people  the  right  to  revoke  or 
revise  powers  or  fonns  of  government  at  any  time. 
Secession  of  States  was  put  down  by  arms,  the  Con- 
stitution imposed  a  republican  form  upon  every  State, 
cities  were  granted  charters  without  local  right  to 
amend  them.  Yet  the  whole  people,  the  American 
declared,  could  alter  at  will  any  of  those  conditions 
whenever  they  were  so  minded. 

An  ideal  government  (4)  is  founded  upon  a  perfect 
equality  of  rights.  In  1916  the  Federal  government 
was  debarring  from  the  country  Chinese  laborers 
by  statute  and  Japanese  laborers  by  diplomatic  ar- 
rangement, and  various  States  were  excluding  from 
the  suffrage  women,  persons  convicted  of  crime, 
those  whose  grandfathers  could  not  vote  before 
enfranchisement  of  negroes  (or  persons  otherwise 
described  to  disfranchise  negroes),  Indians  with 
tribal  relations,  Indians  lacking  the  customs  of  civili- 
zation, Indians  not  taxed,  persons  in  default  on 
poll  or  other  taxes,  those  lacking  approbation  of  a 
local  civil  authority,  those  unable  to  read  the 
English  language,  those  unable  to  read  and  write,  or 
those  unable  to  read  and  understand  the  State  Con- 
stitution. These  restrictions,  the  American  would 
reply,  were  adopted  in  the  general  belief  that  they 
were  in  the  general  interest,  not  for  the  special  bene- 
fit of  any  individual  or  class,  and  the  exceptions 
were  nowhere  numerous  except  in  the  case  of  women 
and  Southern  negroes. 

Choice  of  public  servants  and  determination  of 
pubUc  poHcy  in  the  ideal  State  is  on  the  basis  that 
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(5)  the  majority  rules.  In  the  Federal  Senate 
twenty  thousand  Nevada  voters,  or  a  plurality 
thereof,  had  as  much  power  as  more  than  a  million 
New  York  voters  acting,  if  they  could,  unanimously. 
Minority  Presidents  had  sat  in  the  White  House. 
These  exceptions  notwithstanding,  on  the  whole,  in 
most  instances.  Federal,  State,  county,  and  city 
affairs  were  so  administered,  the  American  beUeved, 
that  the  majority  ruled  or  could  do  so  if  it  put  its 
hand  to  it. 

Whether  Americans  had  these  essentials  or  merely 
imagined  that  they  had  them,  they  were  essentials 
in  which  Americans  as  a  whole  believed.  In  mo- 
ments of  patriotic  fervor  defense  of  the  flag,  to  them, 
meant  not  alone  defense  of  the  chance  to  go  on 
working  American  natural  resources  and  monopoliz- 
ing, if  they  wished,  the  home  market  without  inter- 
ference from  abroad,  not  only  defense  of  national 
autonomy.  It  meant  defense  of  these  essentials  of 
government  which  were  conceived  to  be  in  constant 
danger  from  assailants  internal  and  external — de- 
fense at  least,  of  the  opportunity  to  go  on  trying 
to  establish  those  essentials. 

THE  REAL  REVOLUTION 

If  the  so-called  French  Revolution  was  the  estab- 
lishment of  human  equality,  it  was  not  French  any 
more  than  it  was  Italian,  Spanish,  German,  English, 
American.  It  was  more  American  than  anything 
else;    not  alone  because  Jefiferson,  Franklin,  and 
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Tom  Paine  were  as  potent  in  it  as  Rousseau,  but 
because  it  was  made  effective  in  America,  and 
neither  in  1789  nor  at  any  time  afterward  was 
it  as  fully  effective  in  any  part  of  Europe,  France 
included. 

It  was  not  a  revolution  so  far  as  it  was  American 
because  America  had  so  little  inequality  to  throw  off. 
That  ardent  George  Berkeley  who  "despaired  of  the 
distempered  civiUzation  of  his  coimtry,"  England, 
and  sought  to  establish  a  university  in  the  New 
World,  made  his  sojourn  in  Rhode  Island  in  1728-31. 
That  was  thirty-four  years  before  Patrick  Henry 
denied  the  power  of  Parliament  to  tax  Virginians 
without  consent  of  their  House  of  Burgesses.  And 
Berkeley  in  that  earher  day  saw  America  not  as  a 
soil  in  which  lay  deei>-embedded  the  century-old 
roots  of  privilege  and  tyranny,  but  as 

"The  seat  of  innocence. 
Where  Nature  guides  and  Virtue  rules, 
Where  men  shall  not  impose  for  truth  and  sense 
The  pedantry  of  courts  and  schools." 

Men  of  English  and  Dutch  blood  had  sat  in  that  seat 
for  a  century  and  a  quarter — by  Patrick  Henry's 
time  a  century  and  a  half.  Intellectually  the  Eng- 
lish colonists  had  remained  truer  to  the  Elizabetlian 
type  than  had  the  kinsmen  whom  they  left  at  home, 
but  democracy  (along  with  much  theocracy)  they 
had  established  from  the  very  beginning  and  grown 
in  its  use  year  by  year.  By  democracy  is  meant  not 
merely  representative  government;  England  in  a 
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way  had  that;  not  only  what  John  Morley  calls  it — 
"a  system  where  the  career  is  open  to  the  talents" — 
but  the  absence  of  hereditary  ranks  and  privileges, 
of  monopolies,  of  tax  immunity,  or  of  power  of 
magnates  to  levy  assessments  upon  dependents. 
The  whole  mass  of  burdens  upon  merchants  and 
laborers  had  come  down  in  Europe  out  of  the  Middle 
Ages,  in  France  had  kept  the  National  Assembly 
dormant  for  centuries,  and  still  as  I  write  has  its 
vestiges  in  modem  English  land  laws  and  customs. 
This  it  was  that  gave  such  fury  to  the  French  over- 
turn and  such  fervor  to  reform  movements  in  the 
other  countries. 

Little  of  these  trappings  of  tjTanny  had  been 
imported  to  America.  The  establishment  of  hu- 
man Uberty  here  was  not  a  revolution.  Liberty  had 
been  estabUshed  throughout  the  colonial  period. 
The  "French  Revolution  of  1789"  began  with  the 
voyage  of  the  Mayflower  in  1620.  The  fruits  were 
threatened  by  the  taxation  policy  of  the  Third 
George,  and  he  lost  the  richest  portion  of  his  empire 
in  the  attempt.  If  he  had  succeeded,  that  would 
have  been  an  American  revolution  indeed. 

A  SUMMIT  OP  HUMAN  WELFAEE 

Gibbon,  secure  on  the  roll  of  supreme  historians 
with  Thucydides  and  Tacitus,  died  in  1794,  beUeving 
still,  so  far  as  we  know,  that  the  period  in  the  world's 
history  during  which  the  condition  of  the  human 
race  was  most  happy  and  prosperous  was  that  from 
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96  to  186  A.D.,  comprehending  the  reigns  from 
Nerva  to  Marcus  Aurelius,  inclusive.  Mommsen 
many  years  later  solenmly  declared  that,  "If  an 
angel  of  the  Lord  were  to  strike  the  balance  whether 
the  domain  ruled  by  Antoninus  was  governed  with 
the  greater  intelligence  and  the  greater  himianity 
then  or  now,  whether  civilization  and  general  pros- 
perity have  since  then  advanced  or  retrograded,  it  is 
very  doubtful  whether  the  decision  would  favor  the 
present."  Mazzini  rejected  modem  freedom  of  com- 
petition as  merely  the  liberty  of  the  strong  to  ex- 
terminate the  weak. 

Gibbon  was  a  wise  man  and  Mommsen  a  brilliant 
one.  But  Gibbon  beUeved  the  race  of  conquerors 
extinct  when  Napoleon  was  a  little  boy  in  Corsica 
and  Von  Moltke  was  not  yet  bom;  and  Mommsen 
viewed  Antonine  Rome  with  the  eyes  of  the  en- 
thusiastic imperialist  Prussian.  Mazzini  died  pa- 
triot, prophet,  poet,  not  statesman  or  historian, 
much  less  economist,  and  America  in  the  twentieth 
century  saw  monopolies  crumble  in  their  sloth  imder 
the  stinging  blows  of  new  and  keen  competition. 

Hallam  asserted  that  "No  unbiased  observer  who 
derives  pleasure  from  the  welfare  of  his  species  can 
fail  to  consider  the  long  and  unintermptedly  in- 
creasing prosperity  of  England  as  the  most  beautiful 
phenomenon  in  the  history  of  mankind.  In  no  other 
region,"  he  beUeved,  "have  the  benefits  that  political 
institutions  can  confer  been  diffused  over  so  extended 
a  population;  nor  have  any  people  so  well  reconciled 
the  discordant  elements  of  wealth,  order,  liberty." 
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Any  people  except  the  people  of  the  United  States 
— whose  travelers  in  England  down  through  and 
including  the  period  here  under  review  never  ceased 
to  be  horrified  and  amazed  at  the  scenes  of  unem- 
ployment, poverty,  and  wretchedness  which  in  their 
own  land  were  rare  even  in  the  vilest  city  slums. 
America  exhibited  prosperity  more  pervasive  and 
continuous  than  ever  Marcus  AureUus  dreamed  or 
Hallam  saw. 

Above  all,  the  revolution  had  carried  human  free- 
dom farther  along  from  Antonine  Rome  than  either 
France  or  England  had  carried  it.  In  place  of  the 
slavery  in  which  Aurelius  held  a  large  part  of  the 
Caucasian  artisans  and  servants,  the  American 
RepubUc,  tardy  though  it  was  to  abolish  negro 
slavery,  from  the  beginning  threw  open  the  avenues 
from  bottom  to  top  of  society  for  the  rise  of  ability. 
The  penniless  youth  could  by  some  new  miracle  rise 
to  the  heights.  Before  his  adolescent  eyes  men  who 
had  been  just  such  youths  actually  were  attaining 
the  simmiits.  The  wonder  was  in  finding  a  peak 
occupied  here  and  there  by  a  man  who  had  not 
commenced  with  nothing. 

STABILITY   UNPRECEDENTED 

America  had  done  more.  It  had  survived.  Its 
period  of  prosperity,  not  counting  the  colonial,  had 
in  1916  spanned  one  hundred  and  forty  years.  This 
was  a  third  of  a  century  longer  than  the  golden 
Roman  era  denoted  by  Gibbon.    England  had  had 
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fourteen  centuries  of  national  existence,  with  her 
share  of  ups  as  well  as  of  downs  in  agriculture  and 
industry;  but  when  in  all  those  ages  had  she  a  cen- 
tury in  which  starvation — never  epidemic  or  per- 
sistent in  America — did  not  rise  more  than  once  to 
the  dimensions  of  a  plague,  and  when  was  her  af- 
fluence diffused  over  so  great  a  proportion  of  the  in- 
habitants as  in  America  from  colonial  days  down 
to  the  latest  decade?  If  you  told  your  American 
that  well-being  was  flusher  and  more  constant  in  his 
country  because  the  natural  resources  of  other 
peoples  were  exhausted,  he  would  spread  his  wings: 
"Then  why  didn't  they  come  and  take  ours?  They 
were  gobbling  up  whatever  they  could  get  in  every 
other  quarter  of  the  globe  except  the  Western 
Hemisphere,  from  which  the  United  States  pro- 
clauned  their  exclusion.  Europe  has  at  least  fancied 
us  impregnable,  and  the  practical  result,  at  all 
events,  has  been  our  stability." 

The  United  States  had  waged  two  foreign  wars 
which  involved  accession  of  territory,  yet  in  1916 
gave  every  sign  of  pervasive  national  repugnance  to 
further  conquests.  Standing  guard  against  Eu- 
ropean encroachments  upon  Central  and  South 
American  republics  which  constantly  excited  Euro- 
pean cupidity  and  frequently  European  exaspera- 
tion, it  had  escaped  wars  with  Europe  on  that 
score,  though  not  itself  a  military  power  except  at 
sea,  and  while  successively  taking  control  of  Cuba, 
Santo  Domingo,  Haiti,  and  Nicaragua,  it  had  by 
diplomacy  converted  the  neighbor  republics  from 
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jealousy  and  suspicion  to  apparent  confidence  and 
actual  co-operation. 

Diversity  of  interest  had  assailed  it  from  within — 
from  all  directions  before  1789;  from  New  England 
in  1812;  from  the  South  in  1860.  But  the  New- 
Englanders  who  threatened  secession  in  1812  (if  any 
really  threatened)  rather  than  accept  an  embargo 
upon  their  foreign  trade,  merely  debated  in  the 
'forties  the  establishment  of  a  customs  tariff  which 
was  to  destroy  their  foreign  trade  altogether,  and 
they  shed  their  best  blood  in  1860  to  keep  seces- 
sionists in  the  Union.  The  South  fought  in  the 
'sixties  until  her  life-current  ran  weak  and  thin  for 
the  right  to  leave  the  Union,  and  in  1898  her  veterans 
put  on  Union  blue  and  carried  Federal  muskets  under 
the  Stars  and  Stripes. 

Vertical  sections  having  apparently  been  welded 
into  a  nation,  disunion  threatened  horizontally.  If 
it  could  be  said  in  England  "The  opinion  of  Parlia- 
ment is  the  opinion  of  yesterday  and  the  opinion  of 
the  judges  is  that  of  the  day  before  yesterday," 
responsiveness  to  popular  feehng  was  in  theory  still 
slower  in  the  United  States.  No  "vote  of  lack  of 
confidence"  by  Congress  could  instantly,  as  in 
England,  send  the  head  of  the  government  back  to 
the  people  for  a  new  lease  of  power;  he  was  in  for 
four  years.  No  vote  of  the  people  could  put  a 
Congressman  in  action  to  do  their  will  sooner  than 
five  months,  if  the  President  were  willing  to  call  an 
extra  session,  or  thirteen  months  if  he  were  not.  A 
President  or  member  of  Congress  could  ignore  a 
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popular  demand  for  at  least  four  years  on  the  ground 
that  the  last  quadrennial  party  platform  gave  no 
warrant  for  it.  Judges  tended  to  construe  constitu- 
tions literally,  and  amendment  was  a  slow  process. 

The  United  States,  nevertheless,  adjusted  itself  to 
an  evolving  popular  sentiment  without  internal  ex- 
plosions due  to  repression.  It  assimilated  the  in- 
dustrial, transportation,  and  banking  revolution, 
with  its  rise  of  large-scale  enterprise,  and  wrested 
government  from  a  combination  of  politicians  and 
corporation  men  who  at  many  points  had  for  a  time 
controlled  it  for  traffic  in  monopoly  and  other 
privileges.  Privilege  for  employees  as  a  class  was 
demanded  and  in  some  respects  obtained  by  power- 
ful organizations,  but  there  were  tokens  that  the 
power  and  the  will  existed  to  unclutch  this  hand 
from  the  nation's  throat  as  another  hand  had  been 
unclutched. 

FOREBODINGS  AND  HARBINGERS 

Americans  looked  from  what  they  thought  the 
highest  poUtical  eminence  yet  attained  in  the  world 
backward  and  downward  along  the  ranges  of  human 
progress.  From  that  view  one  might  have  expected 
them  to  turn  to  the  future  in  proud  confidence  that, 
whatever  summits  still  remained  unsealed,  this  Re- 
public would  attain,  perpetuating  its  heritage  and 
completing  and  perfecting  progress  into  the  long- 
heralded  millennium. 

Creature   comforts,    conditions   of   employment, 
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compensation  for  toil,  were  rising,  not  gradually,  but 
in  haste.  Popular  taste  had  learned  to  consult  the 
specialist  in  the  adornment  of  the  home,  the  shop, 
the  church,  the  club,  the  street,  the  city.  Public 
funds  and  private  endowment  had  multiplied  facil- 
ities to  develop  talent  for  singing,  for  architecture, 
painting,  and  sculpture,  for  literary  production,  for 
historical  and  scientific  research  and  the  popular 
presentation  of  the  results,  for  industrial  design  and 
industrial  craftsmanship,  including  management, 
shop  costs,  finance,  and  public  relations.  Military 
drill  had  received  a  fresh  and  strong  impetus,  inspir- 
ing hope  that  thousands  of  young  men  annually 
would  take  their  places  in  industrial,  commercial, 
and  professional  life  accustomed  to  discipline,  re- 
sponsibility, and  the  sense  of  organization.  Com- 
mercial pioneers  had  ventured  abroad  and  found 
markets  for  American  goods  in  competition  with  the 
products  of  the  world,  sometimes  products  above  the 
medium  in  grade  and  price. 

What  future  was  predicted  for  a  people  thus 
equipped  as  to  political  institutions,  as  to  social 
conditions,  and  as  to  occupational  tendencies?  Jer- 
emiahs were  not  wanting  who  proclaimed  that  this 
people  had  hewed  themselves  out  broken  cisterns  that 
could  hold  no  water.  They  pointed  to  Scipio,  weep- 
ing over  the  dilapidation  of  Carthage  and  exclaiming, 
"Even  this,  O  Rome,  must  one  day  be  thy  fate!" 
and  commended  Macaulay's  picture  of  the  New- 
Zealander,  "taking  his  stand  upon  a  broken  arch  of 
London  Bridge  to  sketch  the  ruins  of  St.  Paul's," 
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The  United  States,  we  were  told,  was  a  sort  of 
Titanic,  an  "unsinkable  ship"  of  state,  fated,  like 
civilizations  of  old,  to  be  steered  upon  icebergs. 
Comparing  ourselves  with  Filipinos  and  Mexicans  in 
capacity  for  self-government  did  not  feed  the  con- 
ceit. Some  suggested  that  Americans  might  feel 
vainer  if  contrasted  with  the  Bander  Log — the 
monkey  people  from  whom  we  are  all  descended,  and 
concerning  whom  a  passage  from  Rudyard  Kipling 
was  produced :  "They  boast  and  chatter  and  pretend 
that  they  are  a  great  people  about  to  do  great  affairs 
in  the  jungle,  but  the  falling  of  a  nut  turns  their 
minds  to  laughter  and  all  is  forgotten";  and  "they 
were  always  just  going  to  have  laws  and  customs  of 
their  own,  but  they  never  did,  because  their  memo- 
ries would  not  hold  over  from  day  to  day." 


Chapter  II 

INAUSPICIOUS  OMENS 
AUGURS    OF    FEEBLENESS 

APPREHENSIONS  of  business  men  who  pro- 
i\  claimed  evil  days  were  often  discounted  on  the 
ground  that  they  were  continually  croaking  from 
force  of  habit  about  calamities  that  never  came. 
Their  cry  of  distress  lost  its  edge,  Uke  that  of  the 
witty  bather  who  screams  "Cramps!"  for  a  joke  and 
is  laughed  at  when  he  catches  a  real  cramp.  Gloomy 
forebodings,  however,  had  not  for  many  years  before 
1916  been  heard  from  men  of  affairs  alone.  They 
had  the  company  of  economists;  and  it  has  to  be 
something  more  than  a  stomach-ache  before  that 
cold-blooded  craft  join  in  a  call  for  the  ambulance. 

Professor  William  Graham  Sunmer  of  Yale  was 
quoted  as  having  said,  "I  don't  beUeve  the  Republic 
will  last  longer  than  1950."  He  wrote  of  our  social 
problems,  "If  we  do  not  solve  them  aright  we  may 
ruin  all  our  other  achievements  and  go  down  to 
barbarism  again."  Constitutional  liberty  he  char- 
acterized as  "a  happy  phase  of  civil  institutions 
which  we  have  been  able  to  realize  for  a  moment 
in  the  interval  between  the  downfall  of  aristocracy 
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and  the  rise  of  democracy."  Asking  whether  democ- 
racy is  a  stable  order  at  all,  he  concluded,  "So  surely 
as  democracy  yields  to  socialism,  socialism  will  prove 
a  middle  stage  toward  plutocracy." 

"Dire  prophecies,"  wrote  Walter  E.  Weyl,  "gain 
credence.  Some  foretell  the  dissolution  of  the  Re- 
public and  the  rise  under  democratic  forms  of  an 
absolutist  empire,  of  a  malevolent  or  'benevolent 
feudalism '  of  business  princes.  Others  predict  a  day 
of  'civil  war,  immense  bloodshed,  and  eventually 
military  discipline  of  the  severest  type.'" 

From  Freedom  to  Despotism,  by  Charles  M.  Hol- 
lingsworth,  was  a  work  devoted  to  the  theory 
that  "Constitutional  government  in  this  country 
will  in  the  near  future  be  practically  converted 
into  a  modernized,  perhaps  for  a  time  a  federated, 
Caesarism." 

Assumption  of  permanence  was  avoided  by  Presi- 
dent A.  Lawrence  Lowell  of  Harvard,  who  declared, 
"Whether  popular  government  will  endure  or  not 
depends  upon  its  success  in  solving  its  problems"; 
and  he  believed  that  "the  people  attempt  too 
much."  As  to  pubhc  administration,  Professor  Frank 
W.  Taussig  of  the  same  institution  said,  "We  in 
the  United  States  have  yet  to  learn  how  to  get 
conmion  honesty  and  faithful  routine,"  and  Pro- 
fessor Henry  J.  Ford  of  Princeton  discussed  the 
"fond  delusion  of  the  people  that  our  republican 
form  of  government  is  less  expensive  than  the 
monarchical  forms  which  obtain  in  Europe.  The 
truth  is  ours  is  the  costliest  government  in  the 
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world."  "What  seemed,"  said  Professor  Roland 
G.  Usher  of  Washington  (St.  Louis)  University, 
"the  worst  of  all  possible  eventualities  to  the  fathers 
of  American  democracy  has  actually  come  to  pass — 
the  control  of  the  state  is  now  in  the  hands  of  those 
who  have  no  immediate  financial  interest  in  the  con- 
tinued existence  of  proper  administration." 

Brooks  Adams,  great-grandson  of  the  second  Presi- 
dent and  grandson  of  the  sixth,  believed  that  "unless 
capital  can  in  the  immediate  future  generate  an 
intellectual  energy,  beyond  the  sphere  of  its  special- 
ized calling,  very  much  in  excess  of  any  intellectual 
energy  of  which  it  has  hitherto  given  promise,  and 
unless  it  can  besides  rise  to  an  appreciation  of  diverse 
social  conditions,  as  well  as  to  a  level  of  political 
sagacity  far  higher  than  it  has  attained  in  recent 
years,  its  relative  power  in  the  community  must 
decUne.  If  this  be  so  the  symptoms  which  indicate 
social  disintegration  will  intensify.  As  they  inten- 
sify, the  ability  of  industrial  capital  to  withstand 
these  attacks  made  upon  it  will  lessen,  and  this 
process  must  go  on  until  capital  abandons  the  con- 
test to  defend  itself  as  too  costly.  Then  nothing  re- 
mains but  flight." 

In  war,  declared  President  Emeritus  Charles  W. 
Eliot  of  Harvard,  nobody  could  say  that  democracy 
was  as  efficient  as  autocracy,  and  "If  the  free  gov- 
ernments cannot  organize  and  maintain  as  effective 
armies  and  navies  as  the  autocratic  governments  can 
and  fight  as  well  as  the  autocratic  governments  do 
they  will  not  survive  the  attacks  of  despotic  govern- 
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ments."  In  peace,  he  further  asserted,  democracy 
had  clearly  not  been  as  efficient  as  autocracy  in 
promoting  the  public  welfare.  If  free  governments 
were  to  live,  "they  must  prove  themselves" — he 
thought  they  had  not  proved  themselves — "as  ef- 
fective as  autocratic  governments  in  making  the 
people  governed  healthy,  strong,  and  industrially 
productive;  must  show  themselves  capable  of  de- 
veloping industrial,  conmiercial,  and  financial  ef- 
ficiency, as  well  as  military,  equal  to  that  developed 
by  any  'grace  of  God'  despotism  or  oligarchic  au- 
tocracy, and  also  of  inspiring  their  people  with  in- 
tense, disinterested,  patriotic  devotion,  which  has  its 
root  deep  in  love  of  liberty,  independence  of  charac- 
ter, an  enterprising  habit  of  mind,  and  the  voluntary 
practice  of  co-operation  with  others  in  the  pursuit  of 
conmion  ends." 

PATERNALISM,   RECKLESSNESS,   HERESY 

"Everywhere,"  observed  President  Nicholas  Mur- 
ray Butler  of  Columbia  University,  "individuals 
and  conununities  are  leaning  upon  government,  and 
the  sense  of  manly  independence  is  being  supplanted 
by  a  desire  to  be  taken  care  of."  Elihu  Root  agreed 
with  Dr.  Butler:  "The  habit  of  lying  down  on 
the  government,"  he  said,  "is  progressive.  Every 
step  by  which  the  government  is  reaching  out  its 
paternal  hand  to  help  those  who  are  too  weak  or 
idle  or  lazy  to  help  themselves  is  washing  away^and 
reducing  that  great  and  vital  quality  of  individual 
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character  on  which  the  perpetuity  of  our  liberty,  our 
freedom,  depends." 

Former  Ambassador  David  Jayne  Hill  described 
current  poUtical  thought  as  the  doctrine  that  "the 
imregulated  will  of  the  majority  is  a  more  desirable 
form  of  authority  than  deliberately  accepted  prin- 
ciples of  government  sanctioned  by  general  assent 
and  tried  and  tested  by  experience.  Should  this 
tendency,"  he  predicted,  "become  further  accen- 
tuated by  combinations  of  power  able  eventually  to 
control  the  state  in  their  own  interest,  we  should 
find  ourselves  in  a  position  not  dissimilar  from  that 
in  which  Mexico  is  placed  to-day — divided  into 
hostile  factions,  one  class  plundered  by  another,  and 
the  country  utterly  powerless  to  defend  its  interests 
or  maintain  its  dignity  in  the  field  of  international 
relations." 

Violation  of  pledges  to  other  countries  and  con- 
sequent embroilment  in  wars,  which  was  foreseen 
by  De  Tocqueville,  was  predicted  again  in  1912  by 
Homer  Lea  in  The  Valor  of  Ignorance,  basing  his 
view  upon  the  American  lawmaker's  habit  of  getting 
all  he  can  for  his  district  at  the  expense  of  the  rest 
of  the  country,  plus  our  innocence  of  diplomatic 
usage.  In  1915  Joseph  H.  Choate,  former  Ambas- 
sador to  Great  Britain,  pronounced  the  United 
States  one  of  the  best-hated  countries  in  the  world. 

Professor  Chester  Lloyd  Jones  of  the  University  of 
Wisconsin  asserted  that  "a  mass  of  ill-considered 
statutes  throws  upon  the  courts  a  burden  of  interpre- 
tation which  forces  them  frequently  to  resort  to 
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judicial  legislation  and  to  declare  the  statutes  void. 
Popular  prejudice  is  aroused  against  the  judges, 
who  are  charged  with  being  an  obstruction  to  needed 
social  advance." 

Brooks  Adams,  to  quote  again  a  stimulating  his- 
torian, thought  the  recall  of  judges  "as  revolutionary 
in  essence  as  were  the  methods  used  during  the 
Terror.  Courts,  from  the  Supreme  Court  down- 
ward, if  purged  by  recall,  or  a  process  tantamount  to 
recall,  would,  under  proper  stress,  work  as  surely  for 
the  requked  purpose  as  did  the  tribunal  supervised 
by  Fouquier-Tinville" — that  ''the  State  courts  may 
be  said  already  to  be  prostrate,  or  likely  shortly 
to  become  prostrate.  The  United  States  courts 
alone  remain,  and  should  there  be  a  struggle  be- 
tween them  and  Congress,  the  result  can  hardly  be 
doubted." 

Observing  the  one  hundred  and  twenty-fifth  an- 
niversary of  the  Constitution,  James  M.  Beck,  a 
leader  of  the  New  York  bar,  contrasted  its  centenary 
in  1887,  which  was  celebrated  in  unanimous  felicita- 
tion, with  public  sentiment  in  1912,  when  not  the 
non-essentials  alone,  but  all  the  essentials  of  the  in- 
strument had  been  under  attack  by  members  of 
every  poUtical  party. 

OVER-REGULATION  OF  BUSINESS 

Business  men  live  in  the  hour.  Their  apprehen- 
aon  is  not  so  much  as  to  the  long  future,  as  to  the 
ills  which  may  befall  them  individually  as  business 
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men  next  year,  or  next  month,  or  next  week,  or 
which  have  already  afflicted  them. 

Frank  A.  Vanderhp,  president  of  the  largest  Amer- 
ican bank,  indicated  the  need  of  such  benefits  as 
might  be  wrought  by ''  a  wise  and  benevolent  despot," 
who  "would  find  a  way  to  deal  with  piratical  acts 
in  the  business  field,  without,  in  doing  that,  putting 
restraint  on  all  enterprise  and  initiative  and  a  clog 
upon  all  progress." 

The  Farmers  and  Merchants  National  Bank  of 
Los  Angeles  in  an  official  statement  declared :  "Every 
other  civilized  nation  on  the  globe  legislates  for  the 
prosperity  of  its  own  people.  Our  national  govern- 
ment has  legislated  of  late  years  for  the  prosperity  of 
other  nations.  The  moral  uphft  in  legislation  has 
produced  business  stagnation,  has  stifled  business 
activity,  prevented  business  expansion,  and  length- 
ened the  bread-lines." 

E.  H.  Gary,  chairman  of  the  largest  American  in- 
dustrial institution,  pointed  to  "isms,"  such  as  "the 
forcible  distribution  of  the  property  of  others  with- 
out offering  any  equivalent,"  a  tendency  "vicious 
and  dangerous  to  society  and  to  civihzation.  Un- 
checked," he  said,  this  might  "imperil  property  and 
life  and  even  national  government."  Mr.  Gary  re- 
ferred to  "undue,  ill-considered,  or  unjustifiable  as- 
saults which  have  been  made  by  governmental 
agencies,  or  by  the  erroneous  and  unwise  pohcies  of 
different  branches  or  departments  of  government," 
an  "open  hostihty  to  business,"  the  effect  of  which 
had  been  "to  interfere  with,  to  delay  and  obstruct, 
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natural  progress;  to  punish  and  destroy  rather  than 
to  regulate  and  encourage." 

E.  C.  Sinunons,  probably  the  largest  American 
distributer  of  hardware,  beUeved,  "We  are  suffering 
in  the  minds  of  the  world  by  reason  of  this  wave  of 
prosecution  and  persecution  of  corporations,"  other 
nations  looking  upon  American  policy  as  one  which 
"kills  the  goose  that  lays  the  golden  eggs." 

Henry  N.  Pope,  president  of  the  Texas  Farmers' 
Union,  told  his  neighbors:  "We  have  in  this  State 
6  per  cent,  of  the  total  railroad  mileage  of  the 
country  and  25  per  cent,  of  the  receivership  mileage. 
.  .  .  Now  is  a  good  time  to  search  the  statute-books 
for  oppressive  and  extravagant  laws." 

It  was  declared  by  some  that  union  labor  had 
forced  upon  industry  an  era  of  restricted  output — a 
consummation  looked  upon  by  them  as  intensifying 
periods  of  unemployment  and  shortening  the  time 
between  them.  Howard  Elliott,  president  of  the 
New  Haven  Railroad,  urged  public  control  of  the 
"great  unregulated  powers  now  exercised  by  the 
leaders  of  the  great  labor  organizations." 

E.  P.  Ripley  and  other  railroad  presidents  were 
convinced  that  popular  government  would  make 
such  regulations  as  would  not  permit  solvent  opera- 
tion of  railways  by  private  owners,  and,  havmg 
proved  incapable  of  regulation,  would  attempt  the 
more  difficult  task  of  ownership  and  perhaps  opera- 
tion. Some  men  in  public  life  were  discussing  bases 
upon  which  to  scale  down  the  purchase  price  of 
pubUc  utilities  if  taken  over  by  the  government. 
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**The  people  of  the  United  States,"  said  James  J. 
Hill,  were  "cutting  off  limbs,  extracting  vital  organs, 
to  see  if  they  will  continue  to  fimction  in  some  new 
environment,  playing  with  life  and  death  in  political 
hospitals,  under  the  guidance  of  doctors  who  have  not 
even  studied  anatomy,  and  with  nurses  whose  idea 
of  the  best  way  to  restore  a  patient's  strength  is  to 
open  another  vein  somewhere  in  his  body  and  let 
the  blood  nm." 


Chapter  III 

BACKSUDING  IN  NEW  ENGLAND 
A  FOUNTAIN  OF  CIVILIZATION 

IF  such  omens  contamed  warmngs  for  the  nation 
as  a  whole,  it  would  seem  as  if  this  would  have 
already  appeared  in  advanced  degree  in  some  regions 
which  were  particularly  exposed  to  damage  from 
such  tendencies.  Such  a  region  was  New  England. 
The  people  of  that  area  up  to  the  end  of  the  century 
participated  in  an  apparently  great  material  pros- 
perity side  by  side  with  bold  pioneering  in  the  realm 
of  altruism.  Men  of  affairs  were  influential  in  de- 
termining the  trend  of  public  thought  and  action, 
but  not  so  influential  as  were  educators,  lawyers, 
clergymen,  editors,  writers:  men  and  women  con- 
cerned by  vocation  with  the  abatement  of  abuses, 
with  the  mitigation  of  inequaUties,  with  the  raising 
of  standards.  Many  of  those  who  carried  respon- 
sibility in  the  actual  processes  of  producing  neces- 
saries and  of  organizing  the  pursuits  cognate  to  such 
processes  were  deeply  tinged  with  an  altruistic  mo- 
tive. They  were  ready  for  self-sacrifice.  They  took 
without  much  whining  then*  losses  incidental  to  the 
accepted  New  England  mission  of  leadership  in  moral 
and  humanitarian  advance. 
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Most  thinking  men  and  many  women  had  some 
philosophy  of  society — a  sovereign  remedy.  A  com- 
mon prescription  was  education: 

You  redistribute  shares  of  the  community  income 
by  redistributing  the  members  occupationally.  You 
improve  the  chances  that  every  member  will  find  the 
employment  for  which  he  has  the  largest  capacity 
and  that  he  will  succeed  in  that  employment.  The 
workers  are  a  pyramid.  The  base  is  formed  of  the 
imskilled.  You  help  the  unskilled  and  their  children 
to  study  their  aptitudes;  you  direct  them  to  oppor- 
tunity for  appropriate  training;  you  aid  the  parents 
to  grasp  the  wages  value  of  training  and  of  the 
sacrifice  necessary  to  obtain  it;  hence  you  increase 
the  proportion  who  acquire  skill;  you  fill  the  air 
with  the  spirit  of  striving  for  individual  excellence 
and  pride  in  personal  cultivation;  you  push  upward 
out  of  the  base  a  certain  quota  who  would  otherwise 
remain  below.  The  widest  effect  is  upon  those  left 
behind;  for  the  pressm-e  there  is  somewhat  reduced 
and  the  competition  for  jobs  so  lessened  as  to  give 
an  upward  curve  to  wages  of  the  unskilled  and  un- 
teachable.  The  second  effect  is  that  industry  grows 
faster  in  response  to  the  enlarged  supply  of  skilled 
workers.  This  widens  the  base  of  the  pyramid,  in- 
creasing demand  for  the  unskilled  and  again  tend- 
ing to  raise  their  wages,  besides  giving  steadiness  to 
employment.  The  more  skilled  workers,  the  more 
industries,  and  hence  the  more  jobs  all  along  the 
line. 

Meantime,  it  is  pointed  out,  you  provide  training 
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for  executives,  managers,  leaders.  The  effect  is  to 
increase  the  supply  of  managing  men.  This  relieves 
the  competition  for  their  services.  It  moderates  the 
sky-rocket  trend  of  salaries  which  of  recent  years 
was  sometimes  attributed  to  greed  and  favoritism, 
but  which  was  usually  the  result  of  frantic  bidding 
for  exceptional  men  in  a  field  where  production  of 
men  had  been  left  to  chance.  What  is  true  of  manu- 
facturing is  true  of  merchandizing. 

By  such  an  educational  process,  this  doctrine  goes 
on  to  say,  you  have  brought  it  about  that  a  greater 
percentage  of  the  community  toils  with  its  brains 
instead  of  with  its  hands  alone.  The  average  of  en- 
lightenment and  of  prosperity  is  higher.  Civiliza- 
tion has  been  raised.  You  get  a  glimpse  of  a  condi- 
tion in  which  your  fellow-citizens  will  let  their  coarse 
work  be  done  in  lands  less  advanced  or  do  it  by 
machinery.  You  have  a  new  yard-stick  of  progress. 
It  measures  not  how  many  citizens  you  have,  but 
what  kind  of  citizens,  doing  what  and  living  how. 

A  TALE  OP  TWO  CITIES 

You  visited  a  New  England  textile  city.  The 
grade  of  goods  was  not  high;  the  skill  demanded  of 
the  operatives  Uttle ;  the  percentage  of  foreign-bom, 
mostly  southern  and  eastern  Europeans,  overwhelm- 
ing; the  growth  of  population  at  a  rate  twice  the 
average  of  other  cities  at  recent  censuses.  Quantity, 
not  quality.  The  superintendent  of  schools  was 
engaged  upon  a  petition  to  the  legislature  for  per- 
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mission  to  exceed  the  debt  limit  in  order  to  build  a 
high  school.  "Why  not  take  it  out  of  the  tax 
levy?"  you  asked.  "Nothing  to  tax,"  was  his  re- 
ply. "And  why?"  you  persisted.  "You  have  the 
fastest-growing  city  in  the  world."  He  told  you 
why.  These  mill-hands  were  huddled  together  in 
flats,  many  to  a  room.  Hence  per  capita  they  pro- 
duced little  residential  value  to  be  assessed.  They 
"sewed  the  children  up  for  the  winter"  and  otherwise 
skimped  on  purchases,  whether  for  clothing,  food,  or 
household  necessaries,  sending  their  earnings  "home" 
to  Europe  and  even  going  temporarily  "home" 
themselves  in  time  of  shut-down.  So  they  created 
no  down-town  mercantile  values  to  tax.  The  center 
of  the  place  looked  like  a  backward  village,  most  of 
the  outer  circles  like  a  slum. 

Yet  this  huge  population  had  to  be  protected 
against  fire,  pestilence,  crime,  furnished  with  paving, 
lighting,  water,  sewerage.  All  this  exhausted  the  tax 
resources.  Money  for  education  must  be  borrowed, 
if  foimd.  Nevertheless,  devotion  would  build  the 
high  school  and  the  State  had  joined  the  city  in  es- 
tabUshing  a  trade  school,  with  the  aim  of  cultivating 
a  more  highly  skilled  labor  supply. 

Another  manufacturing  city  not  many  miles  away 
had  struggled  longer,  or  more  shrewdly,  toward 
higher  standards,  and  showed  the  result  in  special- 
ized industries,  making  patented  articles,  each  em- 
ploying comparatively  few  workers  and  almost  no 
women  and  children.  Wages  ranged  much  higher. 
Single  and  two-family  houses  were  conunon,  a  good 
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percentage  owned  by  the  occupant.  The  central 
business  district  was  composed  of  numerous  imposing 
structures  for  trade,  banking,  and  professional  quar- 
ters. The  population  was  not  growing  so  fast,  but  it 
was  developing  tax  values  as  it  grew,  and  it  could 
put  up  high  schools  without  embarrassment. 

One  New  England  aspiration  was  to  have  more 
cities  of  this  second  type  and  to  bring  toward  it 
cities  of  the  first. 

THE   PRICE 

Other  New  England  groups  had  other  cures  for 
social  ills.  Their  programs  in  turn  entailed  further 
outlays  or  sacrifices.  Incorporation  laws  were  tight- 
ened in  face  of  the  certainty  that  States  with  looser 
regulations  would  gain  in  charter  fees  and  removal 
thither  of  company  offices.  Hours  of  work  and  re- 
strictions upon  child  and  woman  labor  were  always 
kept  well  in  advance  of  requirements  in  other  States, 
though  the  census  showed  that  new  establishments 
and  branch  plants  of  old  ones  tended  to' locate  in 
conMnonwealths  laxer  in  those  respects.  Park  sys- 
tems and  playgrounds  for  the  people  were  lavishly 
provided. 

Such  a  program  involved  a  heavy  expenditure. 
Tax  burdens  were  borne  for  the  never-forgotten  cause 
of  elevating  the  people,  their  occupations  and  their 
condition.  It  was  regarded  as  a  matter  of  course 
that  New  England  would  go  on  leading  the  country 
in  law  and  in  social  advance,  not  to  say  in  education, 
and  that  she  could  afford  it.    She  had  faith  in  her 
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four  surplus  crops.  Those  surplus  crops  were  not 
only  manufactures,  but  capital  for  investment, 
product  of  her  thrift;  trained  men  and  women, 
product  of  her  educational  institutions;  and  leader- 
ship in  legal  and  moral  advance,  product  of  her 
altruism. 

In  such  an  atmosphere,  animated  by  such  sym- 
pathies and  habits  of  vision,  a  harsh  fact  one  day 
forced  upon  you  the  question  whether  a  community, 
like  an  individual,  might  be  so  free  with  gifts  to 
worthy  causes  as  to  bring  on  poverty  or  the  threat  of 
it,  making  thus  an  end  of  capacity  either  for  social 
service  or  for  self-support. 

It  was  the  time  when  the  census  of  manufactures 
known  as  *'1900"  was  delivered — some  time  in  the 
summer  of  1903.  To  a  bright  reporter  it  was  handed 
with  the  exultant  instruction  to  "Make  the  Cod 
scream,"  which  is  Massachusetts  for  sounding  a  loud 
boast.  Next  day  the  youth  came  with  woeful  mien. 
"The  bottom  has  dropped  out,"  said  he.  "No 
scream  in  it.  Cod  gasping  on  the  beach."  You 
were  incredulous.  Rich  Massachusetts,  the  home  of 
the  shrewd  Yankee,  faltering  on  the  job  of  mere 
money-making?  Impossible.  "Let  me  have  the 
census,"  you  commanded,  with  an  indulgent  smile 
at  the  amateur  statistician.  You  took  the  volumes 
home.  You  sat  up  all  night  with  them.  You  did 
the  proposition  backward  and  forward,  up  and  down, 
wage-earners  and  wages,  value  of  product  and  value 
added  to  raw  material,  industries  as  a  whole  and 
industries  selected,  contrasting  the  present  with  the 
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past  rate  of  growth,  comparing  Massachusetts  with 
the  whole  country  and  with  the  leading  older  manu- 
facturing States:  any  way  you  took  it  the  reporter 
was  right.  The  bottom  had  dropped  out.  The 
value  of  manufactured  product  in  ten  years  had 
increased  by  a  higher  percentage  in  every  State  in 
the  Union  than  in  Massachusetts,  with  the  solitary 
exception  of  Oregon.  Similar  havoc  was  written 
in  the  other  census  items.  If  you  took  New  Eng- 
land as  a  whole  and  contrasted  her  progress  with  that 
of  the  rest  of  the  country,  the  showing  was  but  little 
more  cheerful. 


QUALITY  GONE  WITH   QUANnTT 

Another  decade  and  a  half  and  two  more  censuses 
found  growth  as  to  quantity  still  comparatively 
laggard.  Measure  progress  in  manufactures  again 
by  increase  per  cent,  in  value  of  product  from  1899 
to  1909.  The  country  as  a  whole  increased  81  per 
cent..  New  England  60  per  cent.;  Massachusetts 
in  gain  per  cent,  stood  thirty-eighth,  while  the  eleven 
States  below  her  included  four  in  New  England,  and 
Rhode  Island  was  but  next  above  Massachusetts. 
The  average  number  of  wage-earners  in  the  whole 
country  rose  40  per  cent.,  and  in  New  England  29 
per  cent.  The  census  of  1914  gave  the  increase  in 
value  of  product  since  1909  as:  United  States,  17 
per  cent.;  New  England,  9  per  cent.  The  bank 
clearings  nation-wide  rose  from  1903  to  1913  by 
51  per  cent,  and  in  New  England  25  per  cent. 
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So  much  for  quantity  of  business  done  and  num- 
bers employed.  But  was  not  the  decline  in  commer- 
cial robustness  accompanied  by  an  improvement  in 
quality?  Was  not  New  England  merely  becoming 
better  rather  than  bigger? 

Take  average  compensation  paid  to  wage-earners 
during  the  census  years  in  manufactures.  In  the 
United  States  this  average  advanced  from  $426  in 

1899  to  $518  in  1909  and  to  $579  in  1914.  Was  the 
rate  of  progress*  greater  than  this  in  New  England? 
On  the  contrary,  it  was  less:  the  average  rose  from 
$431  in  1899  ($5  higher  than  the  national  average  in 
that  year),  to  $506  in  1909  ($12  lower  than  the  new 
national  average),  and  to  $551  in  1914  ($28  lower  than 
the  national  average). 

How  about  living  conditions?  Note  the  number 
of  persons  to  a  dwelling.  In  the  United  States  this 
declmed  from  5.5  in  1890  to  5.3  in  1900  and  to  5.2 
in  1910;  in  New  England  it  stood  at  5.7  in  1890  and 
in  1900  and  rose  to  6  in  1910.  The  percentage  of 
homes  rented  rather  than  owned  by  the  occupant 
rose  in  the  United  States  from  52  in  1890  to  53.9  in 

1900  and  to  54.2  in  1910;  whereas  it  went  up  still 
faster  in  New  England — from  54.4  in  1890  to  58  in 
1900  and  to  60.3  in  1910. 

Turn  to  school  attendance,  the  sign  of  high  civili- 
zation, New  England's  traditional  and  special  boast. 
In  New  England  school  attendance  was  compulsory 
by  law  and  by  enforcement  to  the  age  of  fourteen. 
What  were  the  figures  for  native  whites?  First  con- 
sider children  at  compulsory  school  ages — ^five  to 
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fourteen  years.  In  the  United  States  the  attendance 
at  these  ages  in  1909-10  was  85,  and  in  New  England 
92  per  cent.  But  compute  for  ages  beyond  the  reach 
of  the  law  —  fifteen  to  twenty  years.  Here  New 
England  had  actually  allowed  the  country  as  a 
whole  to  seize  the  leadership;  United  States  36  per 
cent.,  New  England  33  per  cent,  of  the  eligible  native 
white  population  in  attendance  at  high  school  and 
college. 

New  England,  then,  a  region  distinguished  for 
strivings  after  quality,  her  capital  known  as  "the 
Athens  of  America,"  had  relaxed  her  exertions  for 
industrial  quantity,  and  found  that  as  growth  in 
quantity  sagged,  quality  was  slipping  away  also. 

THE  SOURCES  OP  WEAKNESS 

The  factor  against  which  New  England  had  failed 
to  provide  was  that  the  American  market  for  New 
England  commodities  was  no  longer  sufficient  for 
her  productive  capacity.  Other  regions  were  making 
in  some  grades  the  staples  of  which  the  East  had 
formerly  a  monopoly.  Grade  for  grade,  New  Eng- 
land must  now  compete  with  makers  in  regions 
thousands  of  miles  from  her,  having  hydro-electric 
power,  fuel,  and  raw  material  at  their  gates  and 
consumers  near  by.  The  grades  in  which  the  new 
rivalry  had  developed  were  the  coarsest  and  formed 
the  largest  part  of  the  New  England  product.  In 
the  long  run  that  territory  might  transform  her 
wares,  specializing  in  fabrics  to  which  the  new 
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competitors  would  be  unequal — fabrics  requiring 
managers  and  workers  of  such  skill  that  they  could 
and  did  choose  to  live  in  a  region  offering  the  educa- 
tional, recreational,  and  social  advantages  of  an 
older  community.  Choice  imports  might  in  time  be 
displaced  by  New  England  goods.  But,  meanwhile, 
New-Englanders  had  their  living  to  make — they  of 
the  immediate  generation.  The  pressing  exigency 
was  to  maintain  the  growth  of  present  trade  volmne 
— trade  in  commodities  and  in  grades  which  existing 
equipment  could  turn  out. 

To  let  their  manufacturing  industry  stop  expand- 
ing would  be  a  disaster:  all  their  life  was  adjusted 
to  a  condition  of  growth:  marking  time  in  manu- 
factures would  mean  stagnation  and  suffering  to  the 
many  thousands  among  them,  the  employment  of 
whose  hands  or  brains  or  capital  depended  upon  new 
construction  and  extension  of  plants,  upon  increased 
demand  for  dwelhngs,  upon  enlargement  and  im- 
provement of  the  property  devoted  to  trade,  to 
transportation,  to  banking,  and  to  the  professions  and 
arts.  Generations  of  young  people  were  coming 
along  up  through  schools  adjusted  to  a  steadily 
expanding  demand  for  services  of  graduates.  New 
England  had  in  front  of  her  the  practical  problem  of 
the  pay-roll — of  steady  employment  for  a  people 
multiplying  under  sanction  of  the  Lord. 

The  situation  involved  two  urgent  necessities. 
First — to  hold  by  main  strength  as  many  customers 
as  possible  throughout  the  United  States.  Main 
strength  meant  that,  having  to  pay  freight  on  fuel 
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and  raw  material,  not  to  speak  of  food,  and  freight 
again  on  product  shipped  out,  and  having  competitors 
for  whom  the  freight  bill  both  ways  was  much  less 
than  for  them,  New-Englanders  must  somehow  offset 
that  disadvantage.  They  must  look  to  their  shop 
costs.  They  must  specialize  their  conmiunities — 
one  city  performing  one  process  and  sending  the 
goods  to  another  to  be  finished.  They  must  sharpen 
their  selling.  They  must,  above  all,  retain  whatever 
preference  they  now  enjoyed  in  through-route  trans- 
portation rates  and  they  must  intensify  quickness, 
frequency,  and  regularity  of  freight  service  to  and 
from  Western  and  Southern  points,  besides  obtain- 
ing exports  as  out-cargo  for  ocean  Hnes  at  Boston. 
Second — they  must  seek  new  customers  abroad  for 
their  staples. 

THE  PROVINCE  AND  THE  EMPIRE 

Some  things  which  New  England  could  do  for  her- 
self she  had  done.  Whatever  she  had  to  obtain  by 
consent  of  authorities  outside  her  borders  she  had 
failed  to  obtain. 

She  needed  greater  skill  in  managers,  operatives, 
and  salesmen;  she  developed  after  1900  commercial 
and  industrial  education.  She  required  a  more  rapid 
transformation  of  product  to  higher  grades;  upon 
this  she  seemed  to  make  a  conscious  and  concerted 
beginning,  especially  after  the  tariff  revision  of  1913. 
Shop  costs  appeared  to  be  studied  more  systematic- 
ally.   Taxation  had  become  heavy  upon  industry 
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and  trade;  provision  was  made,  especially  at  Boston, 
for  efifective  scrutiny  of  public  expenditures.  Port 
facilities  demanded  improvement  and  something  was 
done  in  that  direction. 

Most  vital  of  all,  New  England  needed  the  ad- 
vantage of  Uvely  and  sincere  competition  among  the 
transportation  lines  plying  between  her  gateways 
and  distant  regions  whence  she  took  raw  materials, 
fuel,  and  exports,  and  whither  she  sent  her  products. 
These  Unes  constituted  on  most  freight  a  haul  four 
or  five  times  as  great  as  any  haul  within  New  Eng- 
land. Each  such  system  had  its  primary  interest  in 
other  regions  than  New  England  and  in  other  sea- 
ports than  Boston.  What  was  needed  was  to  keep 
all  outside  lines  at  arm's-length,  and  retain  the 
power  to  divert  New  England  traffic  to  such  roads 
as  were  willing  to  pay  for  it  in  maintenance  of  low 
rates,  in  development  of  high-grade  service,  and  in 
routing  exports  to  build  up  the  port  of  Boston. 
New  England  through  State  action  attempted  to 
meet  this  situation  by  unifying  her  own  transporta- 
tion lines. 

Whatever  New  England  had  to  get  from  Washing- 
ton, she  had  not  got.  The  unification  of  transporta- 
tion lines  Washington  upset  or  permitted  disputes 
between  States  to  nullify.  Massachusetts  Re- 
pubUcans  and  Democrats  joined  in  asking  for 
reciprocity  with  Canada — a  measure  designed  to  find 
new  customers,  replacing  those  in  the  home  market 
who  had  been  lost  through  new  competition.  Wash- 
ington turned  a  deaf  ear.    The  same  hardness  of 
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hearing  was  shown  when  New  England  pleaded 
against  cuts  in  woolen  and  cotton  tariffs. 

In  vital  matters  Washington  listened,  when  heed- 
ing New  England  voices  at  all,  to  those  whose  days 
were  spent  upon  man  as  they  would  like  to  make  him 
and  largely  ignored  those  New-Englanders  whose  vo- 
cation was  assuring  subsistence  to  man  as  he  is. 
Self-government  in  New  England,  except  in  local 
matters,  and  even  in  local  matters  where  they  crossed 
State  lines,  was  a  form,  and  no  more  a  fact  than  in 
York  or  Antioch  under  the  Roman  Republic.  New 
England  did  not  have  the  economic  policies  which 
she  would  have  enforced  if  she  had  been  an  inde- 
pendent power.  New  England  was  governed  by  the 
imperial  power  at  Washington.  Her  commercial 
competitors  controlled  that  power  and  through  such 
control  determined  the  rules  of  the  contest.  New 
England  was  a  subject  province. 


Chapter  IV 

A  BUSINESS  SLOW-DOWN  NATION-WIDE 

AN  ERA  OF  ALTRUISM 

THE  struggle  in  New  England  was  only  a  pro- 
vincial phase  of  a  larger  condition.  The  same 
problem  was  the  national  problem.  For  the  nation 
the  commercial  competitor  was  foreign.  William 
McKinley,  in  his  antemortem  speech  in  1901,  had 
declared  that  continued  prosperity  for  the  Repubhc 
required  outlets  abroad  for  manufactures.  Prophet 
of  high  tariffs  for  development  of  the  "home  mar- 
ket," intimate  personal  and  pohtical  associate  of 
thick-and-thin  protectionists,  Mr.  McKinley  came 
to  recognize  that  the  United  States  had  crossed  the 
line  into  the  class  of  nations  which  produce  more 
manufactures  than  they  can  consume.  Protection, 
he  believed,  had  had  its  perfect  work.  "  The  era 
of  exclusiveness,"  he  said,  "is  past."  He  pointed 
the  way  across  the  seas.  America  must  buy  abroad 
if  her  foreign  customers  were  to  be  put  in  position 
to  take  her  products;  imports  must  be  freer. 

Judging  by  the  past,  any  obstruction  to  this  pro- 
gram would  come  from  Mr.  McKinley's  former  asso- 
ciates and  disciples  of  the  protection  camp  not  yet 
converted  to  his  new  policy.    Since  the  Civil  War 
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down  to  1901  industrial  and  mercantile  interests 
had  sat  at  the  head  of  the  council  board.  Indeed, 
protectionists  were  active  in  blocking,  after  he  was 
gone,  the  new  plan  proposed  at  Buffalo  by  the 
doomed  President,  their  former  leader.  Obstruc- 
tion, however,  was  by  no  means  confined  to  business 
men  who  disagreed  with  McKinley.  Predictions 
based  upon  past  contests  left  out  of  account  an  en- 
tirely new  condition.  Controversy  had  thitherto 
waged  between  schools  of  business  thought.  The 
champions  now  were  ethical  leaders  against  business 
leaders.  Czolgosz  struck  down  not  only  McKinley, 
but  the  intense  solicitude  for  material  prosperity 
which  McKinley  represented.  Moral  and  altruistic 
issues,  long  in  the  seed,  had  come  to  fruit.  The  air 
was  filled  no  longer  with  demands  that  the  transpor- 
tation and  business  interests,  sitting  at  the  head  of 
the  table,  should  cause  the  government  to  adopt  this 
or  that  pohcy  affecting  business.  What  people  in- 
sisted upon  was  that  these  interests  should  not  sit  at 
the  head  or  at  the  table  at  all. 

CHAOS   IN   STANDARDS 

The  movement  which  culminated  after  the  ac- 
cession of  President  Roosevelt  had  had  its  beginning 
at  least  as  far  back  as  Henry  Demarest  Lloyd's 
Wealth  Against  Commonwealth  and  Henry  George's 
Progress  and  Poverty.  In  the  period  between  re- 
covery from  the  Civil  War  and  the  assassination  of 
McKinley,  leadership  was  commercial,  the  measure 
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of  success  financial,  standards  of  conduct,  on  the 
whole,  "practical.'*  It  was,  said  Mr.  Taft,  "growth 
and  size  that  we  were  aiming  at,"  the  dollar  that 
we  were  chasing,  "professions  commercialized."  In- 
dustrial and  transportation  leadership,  also,  was 
almost  wholly  in  the  hands  of  men  who  had  fought 
their  way  from  the  bottom  with  Httle  preparation 
beyond  the  common  schools.  Even  when  universi- 
ties and  technical  institutions  began  contributing 
graduates  to  industry  they  were  yet  to  impose  upon 
their  science  students  compulsory  courses  in  history, 
government,  economics,  and  moral  philosophy. 
Hence  neither  the  self-made  industrial  and  transpor- 
tation leaders  nor  the  "educated"  youth  whom  they 
were  taking  into  service  had  ever  systematically 
studied  those  branches  of  human  knowledge  which 
deal  with  the  relation  of  business  to  the  pubHc,  to  the 
investor,  to  the  wage-worker,  to  the  competitor. 

The  result  was  confusion  of  thought  and  looseness 
of  standards  among  conamercial  and  railroad  leaders. 
Men  went  after  what  they  wanted  and  used  the 
methods  which  they  considered  necessary  in  order 
to  obtain  it.  One  cynic  said,  "Get  it — honestly  if 
you  can."  City  and  State  governments  were  dom- 
inated by  corporations  whom  politicians  black- 
mailed or  by  corporations  seeking  special  privileges. 
Monopoly  powers  were  exercised  in  many  spheres 
without  corresponding  responsibiUty  to  government. 
Tariff  schedules  were  written  by  combinations  of 
protected  industries.  The  gentlest  face  that  could 
be  put  upon  the  condition  existing  by  1900  was  that 
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the  business  and  railroad  power  was  giving  the 
country  a  benevolent  administration  for  the  coun- 
tr>''s  good,  but  without  very  much  or  very  real 
popular  participation  in  the  process.  A  much  less 
amiable  interpretation  was  urged  by  a  new  throng  of 
eager  crusaders.  Plutocracy  for  the  pockets  of  the 
plutocrats,  they  called  the  system,  and  they  set  out 
to  destroy  it  root  and  branch. 

If  the  industrial  and  transportation  leaders  were 
self-made  or  half-educated,  so  were  most  of  the 
reformers.  If  the  colleges  and  institutes  were  turn- 
ing out  science  graduates  untutored  in  knowledge  of 
business,  government,  and  ethics,  they  were,  on  the 
other  hand,  producing  hordes  of  alumni  who  had 
"specialized"  in  economics  and  "sociology,"  and  had 
gone  their  ways  unwhipped  of  that  discipline  which 
their  grandfathers  had  had  from  the  classics  and 
beUeved  that  it  made  them  clear-headed,  or  from 
mathematical  science,  which  reaches  truth  by  hard 
toil  and  not  by  happy  thought.  Pohtics  as  a  voca- 
tion was  manned,  as  it  always  must  be,  mainly  by 
lawyers.  Candidates  could  gain  admission  to  the 
bar  without  any  sort  of  a  college  or  even  high-school 
education.  For  one  reform  proposal  framed  in  the 
light  of  history  the  plutocratic  target  drew  a  hun- 
dred dashed  off  in  heedless  haste. 

CHANGE   VERSOS  STABILITY 

For  the  altruist,  success  depends  upon  readjust- 
ment; for  the  man  of  affairs,  upon  stability.    The 
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reformer  marks  evils  and  has  his  occupation  in 
transforming  conditions.  The  promoter  or  manager 
of  industry,  on  the  contrary,  builds  upon  the  positive 
capacities  of  men  and  of  methods  and  is  vitally  con- 
cerned in  forecasting  the  substantial  continuance  of 
conditions  essential  to  the  fruitfulness  of  such  men 
and  methods. 

Antagonism  is  too  sweeping  a  term  for  the  relations 
between  these  two  groups  as  a  whole.  In  ultimate 
aim  they  were  not  out  of  sympathy.  There  is  an 
old  saying  to  the  effect  that  no  hand  ever  gave  a 
rebate  but  a  hand  was  stretched  forth  to  receive  it. 
We  can  make  the  case  much  broader.  No  country, 
no  State,  no  community,  ever  had  an  industrial  life 
whose  leaders  in  general  were  following  certain 
standards  unless  their  neighbors  in  general  ac- 
quiesced in  those  standards.  The  ideas  which  were 
first  effectively  expressed,  perhaps,  in  this  country 
by  Henry  D.  Lloyd  were  still  quite  as  novel  to  most 
people  before  1900  as  they  were  to  the  men  of  af- 
fairs whose  conduct  Lloyd's  successors  assailed.  Ex- 
post  facto  rage  is  not  contrary  to  the  Constitution, 
but  it  is  contrary  to  nature  and  to  fairness.  We  had 
all  come  up  out  of  the  bog  together.  Few  business 
men  could  be  found  in  1916  who  did  not  welcome 
cordially  a  tendency  toward  permanent  improve- 
ment in  the  condition  of  the  less  fortunate,  and 
toward  eradication  of  business  practices  which  an 
evolving  public  conscience  had  come  to  condemn. 
If  not  antagonism  of  purpose  there  was,  never- 
theless, in  practice  a  perpetual  conflict  between  the 
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theoretical  advocate  of  change  and  the  man  of  affairs. 
They  disputed  about  the  means,  the  rapidity,  and 
the  compulsory  readjustment  during  a  given  time. 
The  business  man  instinctively  and  habitually  chal- 
lenged the  proponent  of  new  laws  affecting  trade. 
Is  this  necessary?  he  demanded.  Can't  it  wait? 
Are  you  sure  that  the  means  contemplated  will  ac- 
complish the  result  intended,  and  no  other? 

On  one  point  the  contending  elements  doubtless 
agreed,  that  if  a  proposed  remedy  or  succession  of 
remedies  would  certainly  tend  to  destroy  representa- 
tive institutions  it  ought  not  to  be  tried.  They  would 
probably  have  concurred  further  in  this  other  proposi- 
tion— that  if  a  government  persists  indefinitely  in 
prescribing  conditions  under  which  bread-winning  oc- 
cupations cannot  remain  solvent,  then  sooner  or  later 
the  government  itself  will  go  down,  passing  into  the 
hands  of  a  receiver  from  within — the  "strong  man" 
with  an  army — or  of  a  conqueror  from  without.  If  a 
man  disputed  this,  you  had  but  to  discuss  with  him 
the  condition  of  his  own  line  of  business.  He  pro- 
claimed eagerly  its  imminent  ruin  should  Congress  not 
remove  some  ban  afflicting  him.  Men  in  other  lines 
would  each  see  clearly  enough  a  similar  possibility  of 
their  being  squeezed  to  death  by  the  government;  and 
the  sum  of  all  occupations  is  the  nation. 

THE  REAL  SEAT  OF  EMPIRE 

We  can  now  contemplate  our  decade  of  turmoil  at 
a  distance  from  its  beginnings  and  study  the  analogy 
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between  New  England  and  the  nation.  I  would  like, 
let  us  say,  to  see  in  my  country,  this  free  and  remote 
Republic,  a  future  dedicated  to  quality.  My  hope, 
that  is,  centers  in  the  development  here  of  a  people 
averaging  high  in  character  of  occupations  and  in 
standards  of  Uving.  I  dream  that  literatm-e  and  the 
arts  may  bloom  again  as  in  classic  Greece,  in  Re- 
naissance Italy,  in  EUzabethan  England,  and  in  the 
France  of  Louis  XIV.,  the  world  journeying  to 
American  shores  for  leadership  in  style  and  taste  and 
material  and  make,  a  whole  people,  all  classes  and 
both  sexes,  for  the  first  time  in  the  world  responding 
all  atingle  with  appreciation  and  with  creativeness. 
Experience  in  New  England,  like  experience  every- 
where and  always,  showed  that  the  process  of  ele- 
vating standards  may  overshadow  economic  con- 
siderations and  result  not  in  a  brighter,  but  in  a 
dingier  civihzation.  It  was  in  the  atmosphere  of 
moral  crusading  that  American  business  men  fared 
forth  for  conquest  abroad  in  1900. 

The  United  States  with  the  Spanish  War  had  be- 
come a  world  power.  Widely  increased  travel  by 
her  commercial  and  professional  people  had  broad- 
ened the  horizon.  The  economic  index  had  been 
set  by  McKinley  in  his  dictum  that  overseas  lay  the 
future.  Not  until  thirteen  years  later  came  any 
manifestation  of  political  zeal  for  exports.  What 
brought  it  then  was  the  bottling  up  of  the  German 
marine  by  the  British  navy.  Many  to  whom  foreign 
trade  was  a  novel  cause  evidently  conceived  it  as 
business  which  could  be  had  by  calling  a  salesman 
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in  from  the  road  and  shipping  him  to  South  America 
on  the  next  steamer,  with  instructions  to  take  on 
customers  before  the  war  was  over  and  Europe  free 
again.  Information  as  to  the  practical  situation 
was  gradually  disseminated,  and  during  the  war 
the  problems  of  the  future  became  clearer  to  the 
general  public.  It  was  seen  that  for  a  time  European 
peoples  would  be  frightfully  poor  and  frightfully 
keen.  Privation  would  have  sharpened  their  fru- 
gality; necessity  their  ingenuity.  In  comparison 
the  United  States  would  be  a  fat  and  peace-ridden 
nation. 

It  was  therefore  domestic  problems  that  required 
attention.  Forgetting  them  had  not  solved  them. 
Imagining  that  the  laws  of  nature  had  been  sus- 
pended did  not  bring  about  the  suspension.  Amer- 
ican goods  were  not  better  to-day  than  yesterday. 
The  foreign  appetite  had  no  more  to-day  than  yes- 
terday been  through  the  long  and  patient  course  of 
cultivation  which  creates  demand  for  the  products 
of  one  people  by  another  people.  American  work- 
men to-morrow  would  concentrate  their  minds  no 
less  than  to-day  and  yesterday  upon  wages  and 
hours  instead  of  upon  making  the  American  trade- 
mark an  enticement  and  a  guarantee. 

The  battle  of  life,  the  survival  of  the  fittest,  would 
control  American  destiny  after  peace  came  in  Europe. 
Man  in  his  compassion  had  begun  to  protect  some 
weak  individuals  from  the  strong;  one  even  heard 
talk  of  international  combinations  for  preservation 
of  the  Belgiums  and  the  Serbias,  for  restoration  of 
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the  Polands  and  the  Hungarys.  But  the  Pittsburgh 
salesman  had  not  yet  shown  a  disposition  to  relax 
his  efforts  through  solicitude  lest  the  Boston  sales- 
man would  lose  business  and  New  England  evaporate; 
German  and  British  industry  were  prepared  to 
strive  against  ours  in  the  markets  of  the  world  with 
quite  as  much  zeal  as  if  the  United  States  govern- 
ment had  been  a  despotism  or  American  civilization 
a  barbarism.  America  would  survive,  not  in  pro- 
portion as  she  was  altruistic,  but  in  proportion  as  she 
made  right  goods  at  low  cost  and  sold  them  in  open 
competition. 

America  would  have  to  face  foreign  producers  in 
the  markets  of  the  world  and  in  her  own  home 
market.  The  contest  would  be  intense.  Condi- 
tions would  be  everything.  Who  made  the  condi- 
tions? On  the  legal  side,  the  respective  govern- 
ments. Under  what  influence  did  foreign  govern- 
ments fix  the  conditions  for  manufactures  and 
trade?  Obviously  under  influence  of  frank  and  deep 
solicitude  for  business  prosperity,  except  where  this 
conflicted  with  miUtary  requirements.  Under  what 
influence  did  Washington  fix  conditions  for  business? 
Before  1900,  under  influence  of  business  interests 
seeking  privileges;  after  1900,  under  influence  of 
those  primarily  interested  in  restricting  corporations 
or  increasing  their  expenses. 

Irresponsible  business  and  transportation  had  been 
put  under  bonds  to  keep  the  peace.  We  shall  see 
in  a  few  moments  by  the  results  that  the  influences 
which  had  taken  its  place  in  control  of  federal 
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policies  were  irresponsible  in  turn — influences  which 
at  their  loveliest  we  may  term  altruism,  at  their 
ugliest  the  political  exploitation  of  altruism,  includ- 
ing that  of  organized  labor  when  asking  special 
privileges  to  the  neglect  of  cultivating  individual 
mastery  in  the  vocation.  While  America  was  un- 
seating "capital"  and  promoting  "social  justice" 
the  business  of  the  nation  was  being  enfeebled  as  a 
similar  process  had  weakened  business  in  New  Eng- 
land. The  United  States  commercially  was  chained 
to  the  chariot  wheels  of  Germany,  England,  and 
France. 

A  SLUMP  IN   THE   NATION'S  RATE   OP  GROWTH 

Facts  of  business  from  1907  to  the  outbreak  of  the 
war  in  Europe  revealed  that  the  country  as  a  whole 
was  in  a  backward  epoch  different  from  typical  de- 
pressions in  kind.  Most  men  were  aware  that  sub- 
sequent to  the  panic  business  rose  to  a  new  high 
level.  What  few  seemed  to  grasp  was  that  the  rate 
of  increase  had  undergone  a  slump  of  the  most 
abrupt,  striking,  and  persistent  sort. 

See  the  freight  -  tonnage  figures  for  1913,  the 
record  year.  Contrast  the  tally  of  cargo  carried 
by  the  railways  in  the  two  six-year  periods  follow- 
ing the  panics  of  1893  and  1907.  In  the  earlier 
period  (ending  with  high  point  up  to  that  time) 
increase  in  "tons  of  freight  carried"  was  28  per 
cent.;  in  the  later  period,  just  half  that  rate. 
Not  even   this   comparison  indicates    fully   what 
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had  happened  to  the  consuming  power  of  the 
American  people.  To  measure  that  power  accu- 
rately the  freight  movement  arising  from  foreign 
consumption  of  American  goods  would  have  to  be 
subtracted;  since  every  dollar's  worth  of  exported 
merchandise  leaves  in  the  record  its  tale  of  tons 
carried  by  rail  within  the  country — raw  material  and 
fuel  to  the  mill,  completed  product,  raw  material 
and  foodstuffs  to  the  seaboard  (though  this  says 
nothing  of  exported  petroleum,  piped  to  the  ship- 
side).  What  would  the  ton  measure  of  increase  in 
American  business,  14  per  cent.,  have  been  without 
exports  rising  31  per  cent,  in  value?  Stationary  ex- 
ports would  have  left  the  current  increase  in  ton- 
nage substantially  lower  still.  The  enormous  rise 
in  production  as  measured  by  exports  might  have 
been  expected  to  cause  a  faster  rate  of  growth  in 
domestic  consimiption.  Of  what  use  are  exports  if 
they  do  not  make  a  people  richer  and  enable  them 
to  progress  more  rapidly  toward  command  of  com- 
forts? Something  at  home  had  offset  and  more  the 
enrichment  due  to  exports.  The  business  of  the 
coimtry  had  lost  its  stride. 

Still  more  disturbing,  and  apparently  no  more 
generally  realized,  was  the  record  of  commercial 
failures.  These  had  fallen  from  $266,000,000  in  1896 
to  190,000,000  m  1899.  Recovery  then  followed.  In 
1913  the  tendency  was  opposite.  Liabilities  were 
$154,000,000  in  1909,  $272,000,000  in  1913  (calendar 
year),  and  $324,000,000  for  twelve  months  ended 
June  30,  1914.    Here  in  the  midst  of  all  but  the 
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largest  freight-tonnage  year  in  history  was  the 
greatest  total  of  commercial  failures  since  1893,  a 
memorable  year  of  collapse  and  ruin. 

No  one  political  party  or  faction  had  controlled 
the  Federal  government  during  this  period.  In  the 
canvass  for  seats  in  the  House  of  Representatives  in 
1914  enough  voters  to  assure  Democratic  control 
evidently  attributed  the  industrial  depression  to  the 
war,  and  exculpated  the  President,  on  whose  behalf 
support  was  asked  for  Democratic  candidates. 
"But,"  cried  voices  during  the  campaign,  "the  de- 
pression was  on  before  the  war  began!"  A  tri- 
umphant rejoinder,  except  for  the  fact  that  the 
depression  was  also  on  before  Mr.  Wilson's  nomina- 
tion. Go  back  as  far  as  you  like.  There  are  per- 
sons who  charge  the  panic  of  1893  to  the  tariff  of 
1894.  Woodrow  Wilson,  William  H.  Taft,  Theodore 
Roosevelt,  according  to  the  party  purpose  of  the 
accuser,  was  indicted  as  principal  culprit  in  bringing 
on  a  slow-down  of  national  development.  What 
were  the  facts?  Woodrow  Wilson  was  nominated 
for  President  in  July,  1912.  Commercial  failures 
had  at  that  time  steadily  risen  since  1909.  William 
H.  Taft  was  nominated  in  June,  1908.  The  general 
depression  in  his  term  had  its  beginning  in  a  financial 
panic  the  preceding  October.  Theodore  Roosevelt 
was  nominated  for  President  in  June,  1904.  During 
his  administration,  in  which  he  succeeded  himself, 
business  reached  so  large  a  volume  as  to  overwhelm 
railway  facilities;  and  though  it  was  in  his  time  that 
the  panic  of  1907  broke,  the  chief  cause  as  stated  by 
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economists  was  exhaustion  of  capitaL  Such  ex- 
haustion they  ascribed  to  destruction  of  wealth  in 
the  Russo-Japanese  War  and  in  the  San  Francisco 
fire,  to  rising  outlay  for  armaments  world-wide,  and 
to  over-extension  of  industries,  to  over-competition, 
to  extravagance  of  governments,  of  corporations,  and 
of  individuals.  If  any  one  of  these  leaders  had  been 
haled  to  the  bar  to  plead,  his  lawyer  had  only  to  ask 
the  prosecuting  witness,  "And  pray  when  or  where 
did  your  party,  which  clutches  at  the  benefit  of 
putting  this  defendant  out  of  the  way,  raise  its  voice 
in  warning?" 

A  country,  then,  second  to  none  in  natural  wealth 
and  in  energizing  climate,  enjoying  through  a  vast 
and  varied  domain  the  blessings  of  perpetual  peace, 
of  unrestricted  trade,  of  conmion  language,  and 
similar  habits,  peopled  by  those  individuals  in  every 
country  who  had  the  energy  and  spirit  to  break  home 
and  try  fortune  in  a  free  world,  the  United  States 
had  thus  far  reached  a  population  to  the  mile  one- 
twelfth  that  of  the  United  Kingdom,  one-sixth  that 
of  Austria-Hungary.  Yet  suddenly  she  dropped  into 
the  class  of  countries  which  halt  with  age. 

Why? 

BUSINESS   SUCCESS  AND   HUMAN   PROGRESS 

An  answer  to  this  question  which  should  attempt 
to  deal  with  all  phases  would  be  a  volume  or  series 
of  volumes  too  compendious  for  busy  readers.  The 
query,  "Are  We  Capable  of  Self-Govemment?"  could 

eo 


A  BUSINESS  SLOW-DOWN  NATION-WIDE 

be  discussed  in  terms  of  many  phases.  From  among 
these  phenomena  a  busy  man  has  to  select,  and  so 
must  we,  narrowing  the  subject  to  National  Prob- 
lems and  Policies  Affecting  Business. 

"Not  your  sympathies,"  said  General  Bemhardi 
on  the  title-page  of  his  famous  book,  "but  your  stout- 
hearted prowess  is  what  saves  the  unfortunate." 
An  American  might  reject  Bernhardi's  dictum  that 
"war  and  brave  spirit  have  done  more  great  things 
than  love  of  your  neighbor"  and  at  the  same  time 
embrace  a  paraphrase  of  it  asserting  the  importance 
of  business  success  to  human  liberty — that  if  the 
American  people  were  to  adjust  satisfactorily  all 
other  problems  and  to  fail  in  national  policies  af- 
fecting business  they  would  lose  representative  in- 
stitutions. 

If  you  asked  a  business  man  why  liabilities  of 
failed  commercial  concerns  in  the  United  States  were 
76  per  cent,  larger  in  1913  than  they  were  two 
years  after  the  panic  of  1907,  he  would  probably  re- 
ply, "Investment  in  plant  to  meet  demand  for 
goods  larger  than  what  came;  margin  of  profit  too 
narrow,  with  the  disappointing  volume,  to  cover  the 
interest  charges."  Inquire,  "Why  did  volume  of 
business  disappoint  and  why  was  margin  of  profit 
narrow?"  and  he  might  say,  "Volume  shrunken 
by  psychology;  profit  squeezed  by  labor."  Our 
quest  is  to  learn  whether  the  results  were  attributable 
in  part  to  government. 

What  are  the  factors  upon  which  volume  of  busi- 
ness and  labor  cost  depend?    First  as  to  volume: 

61 


ARE  WE  CAPABLE  OF  SELF-GOVERNMENT? 

It  is  not  mere  consumption  of  commodities  by 
individuals  that  causes  quantity  of  business  done  to 
rise  and  fall,  but  rather  renewal,  construction,  and 
extension  of  the  mechanism  of  manufacture,  trade, 
and  transportation.  An  establishment  accustomed 
to  enjoy  trade  arising  from  the  launching  of  new 
enterprises  may  collapse  when  such  launching  ceases. 
When  we  say  that  a  concern  is  "over-prepared"  to 
produce — over-extended  in  plant — this  may  be  due 
to  the  fact  that  its  customers  (consumers  of  plant) 
have  stopped  preparing.  A  pinch  throws  into  idle- 
ness miUions  of  persons  whose  job  is  largely  or 
wholly  to  get  other  people  ready  for  future  demands. 
Few  realize  how  great  a  proportion  of  the  population 
that  is.  It  is  these  builders  of  mechanism  whose 
prosperity  or  adversity  measures  that  of  everybody 
else.  Do  leaders  of  enterprises  refrain  from  using 
new  capital?  If  so,  why?  Is  capital  difficult  to 
obtain?  If  so,  why?  To  answer  these  questions  is 
to  reveal  why  volume  of  business  (before  the  war) 
was  disappointing. 


Part    Two 
AFFLICTIONS 


Chapter  V 

"PSYCHOLOGY" 


"mental  mourning' 


THE  business  men  who  told  you  that  volume  of 
trade  1907-14  was  shrunken  by  "psychology" 
made  playful  allusion  to  a  remark  by  President 
Wilson.  The  President  meant  that  business  men 
were  hesitating  because  they  had  hypnotized  them- 
selves and  one  another  into  thinking  that  business 
would  be  poor.  Secretary  Redfield  called  it  "men- 
tal mourning."  What  business  men  themselves  by 
the  hundred  thousand  emphasized  as  the  psycholog- 
ical element  was  the  disposition  to  defer  develop- 
ment of  new  enterprises  and  enlargement  of  plants 
until  popular  thought  and  pohtical  purpose  should 
definitely  abandon  the  project  of  compelling  un- 
restricted competition  and  adopt  as  a  permanent 
national  poHcy  the  sanction  of  co-operation  among 
competitors. 

The  United  States  alone  of  all  the  world,  says 
Charles  P.  Steinmetz  in  his  book,  America  and  the 
New  Epoch,  has  "attempted  to  outlaw  the  co-opera- 
tion of  corporations  and  by  political  laws  to  legislate 
against  economic  laws,  without  realizing  that  eco- 
nomic laws  arc  laws  of  nature,  are  inevitable,  and 
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their  defiance,  whether  by  an  individual  or  by  a 
nation,  means  self-destruction." 

It  is  not  true  that  the  period  of  self-government 
since  1900  gave  and  the  preceding  era  not,  confusioii 
and  suspense  to  business  men.  President  Wilson 
said  in  1915:  "Enterprise  has  been  checked  in  this 
country  for  almost  twenty  years  because  men  were 
moving  among  a  maze  of  interrogation  points.  They 
did  not  know  what  was  going  to  happen  to  them." 
The  Department  of  Justice  long  before  the  new 
century  prosecuted  gropings  toward  co-operation 
through  mergers.  The  difference  was  that  after  1900 
the  need  for  a  solution  was  infinitely  more  acute. 
The  new  century  happened  to  mark  the  moment 
when  capacity  to  produce  had  exceeded  capacity  to 
consume.  So  long  as  the  domestic  market  most  of 
the  time  could  take  everybody's  output,  everybody 
except  the  utterly  unfitted  could  get  along.  The 
tariff  kept  out  the  foreigner.  The  law  for  regulation 
of  competition  was  important,  but  not  relatively. 
When,  however,  the  hour  struck  that  exports  must  be 
had  or  national  growth  cease,  the  law  for  regulation 
of  competition  suddenly  became  all-important.  If 
the  foreigner  was  to  buy  oiu"  goods  he  must  sell  us 
his,  and  if  we  let  down  the  tariff  bars  our  producers 
could  only  compete  with  imports  by  putting  costs 
on  the  basis  of  countries  where  cutting  of  throats 
had  been  stopped.  The  tariff  could  not  protect 
export  trading.  Americans  had  either  to  obtain 
conditions  of  competition  at  home  as  favorable  as 
the  home  conditions  enjoyed  by  their  foreign  rivals 
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in  the  export  trade,  or  find  themselves  debarred  from 
the  foreign  field. 

Capacity  for  self-government  had  encountered  the 
test  of  grappling  with  new  conditions  vital  to  the 
welfare  of  the  people. 

TWO  CENTURIES  OF  ZIGZAG 

Few  statesmen  and  not  many  economists  seemed 
to  have  grasped  the  essentials  in  their  historic  and 
pressing  significance.  One  clear  exposition  was  given 
by  Charles  R.  Van  Hise,  president  of  the  University  of 
Wisconsin.  The  maze  of  interrogation  points,  ac- 
cording to  Dr.  Van  Hise,  had  wrought  its  bhght, 
not  through  twenty  years,  but  through  two  hundred. 
Those  two  hundred  years  and  more  he  divided  into 
cycles : 

"In  colonial  days  the  laws  were  rigid  concerning 
contracts  in  restraint  of  trade."  Gradually  this  was 
relaxed  "until  co-operation  was  permitted  along 
many  lines,  including  division  of  territory,  limitation 
of  output,  and  even  fixing  of  prices;  provided  always 
that  the  contracts  did  not  result  in  monopoly,  or 
were  not  general,  or  were  not  immoral,  and  were  not 
contrary  to  public  policy."  Under  that  rule,  and 
obeying  it,  business  could  and  did  thrive.  In  1890 
came  the  Sherman  Act,  and  "immediately,"  says 
Dr.  Van  Hise,  "the  wheels,  so  far  as  co-operation 
was  concerned,  were  turned  back  to  the  conditions 
of  the  Middle  Ages.  All  contracts  in  restraint  of 
trade  were  prohibited;  and  this  applied  to  the  latter 
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even  if  limited  in  extent  and  confined  in  time.  This 
national  legislation  led  to  an  influenza  of  legislation 
in  the  States." 

Judicial  interpretation,  I  interpolate,  resulted  in 
the  era  of  mergers  beginning  in  1896.  Still  business 
men  could  not  depend  upon  stability;  subsequent 
administrations  obtained  decrees  of  dissolution  under 
a  new  interpretation.  Again  leaders  of  enterprise 
were  uncertain  what  they  might  do.  President  Taft 
at  one  time  favored  an  amendment  giving  definitions, 
but  the  story  goes  that  Attorney-General  Wicker- 
sham  called  his  attention  to  still  more  recent  in- 
terpretations and  observations  by  the  Supreme 
Court  which  seemed  to  make  legislation  superfluous. 
Next  came  the  Oil  and  Tobacco  decisions,  which  were 
received  in  many  quarters  as  pointing  a  way  un- 
der which  the  desired  co-operation  would  be  legal. 
Simultaneously,  however,  came  demands  for  explic- 
itly prohibiting  contracts  that  restrain  competi- 
tion, whether  they  are  against  public  poUcy  or 
not. 

Dr.  Van  Hise  exclaimed:  "One  cycle  of  evolution 
has  been  sufficient  in  other  countries.  America  is 
the  only  civiUzed  nation  which  has  had  to  go  through 
this  development  twice,  yet  it  is  now  proposed  to 
get  the  statute  back  to  where  Senator  Sherman  and 
the  people  thought  they  had  got  it  twenty  years  ago. 
This  would  compel  the  beginning  of  a  third  cycle  of 
development." 

After  this  forecast  was  uttered  Congress  in  the 
Clayton  law  dealt  with  combines — purchase  of  se- 
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curities  of  one  corporation  by  another  corporation 
when  potentially  tending  to  lessen  competition; 
interlocking  directorates;  tying  contracts.  With 
contracts  between  independents  that  law  did  not 
deal  by  definition  or  otherwise.  The  Trade  Com- 
mission law  forbade  "unfair"  methods  of  competi- 
tion. Neither  act  dealt  with  concerted  abandon- 
ment of  fooUsh  competition.  It  was  claimed  that 
Congress  had  done  or  apparently  was  about  to  do 
for  everybody  else  except  the  business  man  the  very 
thing  which  it  refused  to  do  for  manufactures  and 
trade. 

"The  Interstate  Conmierce  Commission,"  said 
Henry  B.  Joy  of  Detroit  to  a  House  committee, 
"requires  railroads  to  maintain  equality  of  rates  to 
all  who  wish  to  buy  transportation.  In  working  out 
the  orders  of  the  Conmiission  it  is  necessary  for  the 
roads  to  hold  conferences  and  make  agreements  in 
arriving  at  and  maintaining  schedules.  Under  the 
Sherman  Act  as  interpreted,  however,  if  business 
men  get  together  to  have  conferences  and  reach  a 
plan  by  which  patrons  of  those  men  or  companies 
may  all  be  treated  alike  and  destructive  competition 
avoided,  it  is  directly  contrary  to  law." 

Congress  in  creating  the  Shipping  Board  au- 
thorized sanction  for  agreements  among  steamship 
companies.  The  Clayton  law  expUcitly  authorized 
agreements  of  farmers  and  working-men.  An  amend- 
ment to  the  Federal  Reserve  Act  permitted  national 
banks  to  join  in  forming  and  owning  a  banking 
corporation  to  do  foreign  business. 
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PRACTICE  ABROAD 

Not  all  business  men  prescribed  the  same  treat- 
ment, but  most  of  the  recommendations  from  that 
quarter  were  directed  at  the  difference  between  the 
foreign  and  the  American  conception  on  one  point. 
Competition  in  other  countries  was  looked  upon  as 
beneficial  only  up  to  the  point  where  business  could 
be  done  at  a  profit.  In  Canada  if  any  one  felt 
wronged  by  an  alleged  combine  he  might  ask  for  an 
investigation,  and  if  he  could  prove  real  damage  the 
combine  was  punished  and  a  stop  put  to  its  in- 
jurious practices.  In  Germany  specific  authority 
was  granted  for  cartels  to  fix  prices,  limit  output,  and 
divide  territory,  and  in  some  cases  syndicates  had 
been  compelled  to  be  formed  by  imperial  command. 
The  English  courts  followed  the  general  rule  sum- 
marized by  Professor  Jeremiah  W.  Jenks,  that  "an 
agreement  for  the  protection  of  one's  own  business, 
even  though  it  may  seriously  injure  competitors,  is 
not  to  be  looked  upon  as  a  combination  in  restraint 
of  trade,  but  rather  as  a  justifiable  measure  of  pro- 
tection and  one  that  should  be  considered  vahd." 
The  result  claimed  for  those  countries  was  that  the 
small  producer  had  a  much  better  chance  for  his  life 
than  he  had  in  the  United  States  because  abroad 
it  was  regarded  as  against  the  pubUc  interest  for  any 
one  to  do  business  at  a  loss. 

Under  legal  sanction  of  their  governments  our 
foreign  rivals  concertedly  refrained  from  seUing  be- 
low cost.    In  the  United  States,  where  trade  agree- 
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ments  were  prohibited,  a  great  amount  of  business 
was  transacted  below  cost  and  the  consequently 
high  aggregate  of  failures  led  every  dealer  to  fix 
his  prices,  when  he  could,  at  a  level  which  provided 
insurance  against  uncollectable  accounts.  Where 
profitable  prices  were  maintained  business  men  were 
free,  it  was  claimed,  from  the  temptation  to  scramble 
for  orders  at  any  price  and  to  depress  quality.  Their 
whole  attention  could  be  concentrated  upon  ad- 
vantageous buying,  shop  costs,  design  and  quaHty 
of  product,  skill  and  energy  in  salesmanship,  and 
character  as  dealers. 

Professor  Karl  Rathgen  of  Hamburg,  addressing 
an  audience  of  American  business  men  early  in 
1914,  said  that  for  twenty  years  in  Germany  there 
had  been  talk  of  changing  their  laws,  but  there  was 
hesitation  due  to  fear  of  injuring  national  prosperity. 
"We  are  not,"  he  slyly  remarked,  "so  Ughtrhearted  as 
you  are." 

Abroad,  we  were  told,  it  was  recognized  that  there 
could  be  competition  that  ought  to  be  restrained, 
hence  co-operation  among  competitors  was  per- 
mitted, encouraged,  and  even  compelled,  for  the 
purpose  of  eliminating  the  types  of  competition 
which  were  regarded  as  injurious.  In  the  United 
States,  on  the  contrary,  the  popular  thought  and  the 
poUtical  attitude  had  never  consistently  or  con- 
stantly, if  at  all,  gone  further  than  to  condemn  the 
individual  concern  or  group  for  alleged  unfair  prac- 
tices tending  to  destroy  weaker  rivals.  When  Louis 
p.  Brandeis  in  1912  declared  that  "Combination  is 
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the  effort  to  destroy  competition"  he  was  speaking  a 
language  which  most  Americans  found  familiar,  and, 
they  thought,  easy  to  understand.  When  he  asserted 
that  *' Co-operation  is  the  effort  to  preserve  competi- 
tion" he  was  speaking  a  language  which  most  Amer- 
icans had  never  studied.  When  he  said  that  "Co- 
operation and  combination  are  in  exact  antithesis" 
.most  Americans  were  mystified. 

DIVERS  COMMERCIAL  VIEWS 

One  of  the  ordinances  prescribed  for  curing  le- 
gal uncertainty  did  not  propose  to  wait  while  the 
popular  thought  was  cleared  up  as  to  what  was  good 
and  what  was  bad  for  the  public,  but  would  have 
forthwith  empowered  a  federal  tribunal  to  put  the 
goats  on  one  side  and  the  sheep  on  the  other.  This 
was  the  solution  urged  by  Messrs.  Roosevelt  and 
Perkins.  Mr.  Pinchot  interpreted  this  to  mean  that 
competing  units  should  be  permitted  to  combine 
under  one  management  if  they  could  obtain  govern- 
ment sanction — that  it  would  be  regulation  of 
monopoly  as  distinguished  from  extirpation  of 
monopoly.  One  objection  brought  against  this 
proposition  was  the  fat-frying  evil — that  it  would 
bring  on  a  new  welter  of  privilege,  bought  or  bar- 
gained for  in  return  for  political  support,  reminiscent 
of  the  bad  old  days  of  tariff-mongering.  A  govern- 
ment of  men,  not  of  laws. 

Another  measure  which  was  proposed  by  some 
related  to  a  special  phase — the  maintenance  of  resale 

72 


"PSYCHOLOGY" 

prices.  Makers  of  patented  and  advertised  articles 
desired  to  make  contracts  with  dealers  (which  the 
courts  now  pronounced  illegal  under  the  Sherman 
Act)  by  which  the  advertised  price  should  not  be  cut. 
Department  stores  concertedly  opposed  this  measure. 

Preservation  of  the  wholesaler  or  retailer  was  the 
object  of  other  proposed  arrangements  which  the 
courts  frowned  upon — agreements  to  refuse  supplies 
to  any  one  who  sold  direct  to  retailer  or  to  consumer, 
as  the  case  might  be.  When  it  was  clear  from  a 
lumber-trade  decision  that  concerted  refusal  to  trade 
with  those  who  departed  from  concerted  practice 
was  in  violation  of  the  act,  members  of  associations 
"exchanged  information"  and  imparted  "informa- 
tion" to  consumers,  carefully  refraining  from  re- 
fusals to  trade  and  from  positive  boycotts.  Take 
any  trade  you  liked.  The  great  majority  of  the 
reputable  men  in  it — men  whose  credit  was  best  at 
the  bank  and  whose  word  was  as  good  as  any  man's 
bond — were  abstaining  from  practices  which  they 
believed  to  be  honorable,  fair,  and  salutary,  but 
which  their  lawyers  counseled  them  to  avoid.  To  be- 
stow sanction  of  law  upon  a  practice  which  squared 
with  the  consciences  of  all  the  best  men  in  a  trade 
was  a  boon  which  they  did  not  even  ask;  so  con- 
vinced were  they  that  popular  and  political  deter 
mination  was  indissolubly  wedded  to  unrestricted 
competition. 

Price  was  then  thought  to  be  the  most  vital  ele- 
ment. Some  organizations  were  formed  with  the 
exchange  of  price  information  as  one  of  the  declared 

79 


ARE  WE  CAPABLE  OF  SELF-GOVERNMENT? 

purposes.  A  member  wishing  to  bid  on  a  given  con- 
tract by  placing  his  price  with  the  association  be- 
came entitled  to  know  the  price  bid  by  all  other 
members.  He  could  change  his  bid,  moreover,  after 
seeing  the  others,  provided  time  remained  for  them 
to  meet  his  cut.  Upon  investigation  the  Depart- 
ment of  Justice  found  what  was  then  called  the 
"open-price"  plan.  Review  of  the  attorney  con- 
ducting the  investigation  for  the  department  was  to 
the  effect  that  such  a  trade  practice  was  not  an  agree- 
ment to  fix  a  price,  but  was  mere  publication  of 
prices  independently  and  competitively  fixed.  While 
no  formal  decision  was  made  as  to  the  lawfulness  of 
this  plan,  the  result  of  the  investigation  was  made 
known  to  the  members  of  the  organization  and  no 
official  criticism  was  noted.  Further  development 
of  the  "open-price"  plan,  generally  under  the 
guidance  of  men  who  had  made  a  special  study  of 
the  law  and  various  trade  conditions,  led  to  forms 
of  co-operation  in  various  trade  groups  where,  in  the 
multitude  of  advantages,  price  became,  as  some  of 
them  thought,  an  incident.  But  what  no  trade  body 
could  use,  then  or  since,  was  the  concerted  punish- 
ment of  concerns  which  sold  below  a  living  profit. 

Mere  publicity  of  cost,  or  of  a  figure  designed  to 
indicate  cost  generally  while  concealing  its  exact 
level,  was  a  concerted  practice  in  some  trades. 
Once  all  those  in  the  organization  knew  the  lowest 
cost  at  which  any  member  could  operate,  each  could 
bid  such  prices  as  might  accord  with  his  idea  of 
profit.    The  government  confined  its  activity  to 
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watching  for  unaccountable  coincidences  of  price, 
inexplicably  regular  rotation  in  being  low  man,  or 
signs  suggestive  of  concerted  pressure  upon  those 
who  were  reluctant  to  adhere  to  the  rules.  Agree- 
ments not  to  sell  below  cost  were  what  these  con- 
cerns would  have  Uked  to  make,  and  many  would 
have  welcomed  such  an  agreement  even  if  the  con- 
tract was  to  be  filed  with  the  government  for  sanc- 
tion. This  applies  to  a  wide  range  of  industries 
making  staple  commodities.  Let  us  examine  it  in 
detail: 

AGREEMENTS  NOT  TO  SELL  BELOW  COST 

Of  this  proposition  Secretary  Redfield  brought 
away  a  clear  statement  from  a  dinner  at  Columbus, 
Ohio.  The  speaker  was  S.  P.  Bush  of  that  city,  then 
president  of  the  Ohio  Manufacturers'  Association. 
Mr.  Bush  made  the  point  that  business  men  should 
co-operate  for  the  purpose  of  working  out  a  decent 
living — "enough  of  a  profit  to  perpetuate  and  pro- 
mote the  industry.  Destructive  competition,"  he 
went  on,  *' begins  when  a  living  is  not  obtainable  with 
average  effort.  Understandings,  agreements,  and 
contracts  to  prevent  destructive  competition  should 
be  lawful."  His  idea  was  that  prices  ought  never  to 
be  on  such  a  basis  that  the  average  concern  on  the 
average  over  a  period  of  years  does  business  at  a  loss. 
Trade  below  cost  is  trade  that  ought  to  be  restrained. 
The  burden  laid  upon  the  country  by  concerns 
which  persisted  in  selling  below  cost  he  could  have 
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measured  by  the  liabilities  in  commercial  failures. 
One  establishment  failing  because  it  did  business  at 
a  loss  might  bring  down  like  a  house  of  cards  its 
creditors  and  their  creditors,  until  a  great  niunber  of 
people  were  covered  up  in  wreck  and  misery. 

The  competitors'  agreement  which  Mr.  Bush  sug- 
gested would  practically  introduce  Uncle  Sam  as 
toastmaster  at  your  Gary  dinners — for  it  would 
"have  to  be  based  on  the  average  cost,  including 
items  that  would  be  agreed  upon  and  held  to  be 
legitimate  by  the  Federal  Trade  Commission."  In- 
deed, even  if  such  agreements  were  not  in  contem- 
plation the  government  must  sooner  or  later  lay 
down  rules  for  determining  cost,  since  it  is  taxing 
corporation  profits.  Going  into  this  agreement 
would  of  course  be  entirely  voluntary  on  the  part 
of  all  the  competitors.  If  one  or  two  did  not  wish 
to  join,  the  others  would  have  to  stand  the  com- 
petition, but  "invariably  there  comes  a  time  when 
all  learn  the  lesson  of  destruction."  If  rules  for 
determining  all  costs,  including  depreciation,  were 
laid  down  on  sound  economic  lines,  those  that  re- 
fused to  come  in  imder  the  agreement  would  be  sure 
to  find  that  they  were  either  losing  money  or  not 
making  any,  although  at  one  time  they  might  have 
thought  they  were.  (Some  of  the  other  business 
groups  who  have  been  referred  to  would  add  that 
"A  scab  is  a  scab,"  or  in  other  words  that  non- 
conformity would  become  uncomfortable). 

During  periods,  Mr.  Bush  proceeded,  when  the 
demand  for  products  was  greater  than  the  supply 
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the  trade  agreement  would  not  amount  to  anything 
because  prices  would  naturally  go  up,  and  that 
would  be  the  period  when  profits  would  be  made. 
The  competitors'  agreement  would  not  guarantee 
against  losses  during  periods  of  depression.  "In 
many  instances,"  he  said,  "such  as  our  own  indus- 
try, cost  at  present  is  considerably  higher  than  the 
average  over  a  period  of  three  or  four  years  past. 
No  agreement  or  law  could  be  expected  to  save  such 
a  loss  as  this,  but  the  agreement  would  prevent  a  fall 
in  prices  that  might  be  terribly  destructive." 

Mr.  Bush  declared  that  there  was  nothing  in  this 
plan  which  would  in  any  way  restrain  progress. 
Every  one  was  trying  to  reduce  his  cost  so  as  to 
increase  his  profit.  Each  year,  under  an  agreement, 
if  you  had  lowered  your  cost  the  average  for  all  the 
competitors  would  be  brought  down  thereby,  so  that 
in  the  long  run  the  public  would  get  the  benefit  of  all 
improvements  made  in  the  industry.  Nothing  in 
such  an  agreement  could  save  the  concern  whose 
cost  was  higher  than  the  average.  It  would  either 
have  to  improve  or  go  under,  providing  you  had  a 
protracted  period  when  the  demand  was  only  about 
equal  to  the  supply  or  less. 

THE   IMAGINARY  LINE 

One  and  the  same  citizen  would  be  found  advocat- 
ing sanction  for  competitors'  agreements  in  foreign 
export  trade  and  opposing  competitors*  agreements 
in  domestic  trade.    A  measure,  the  Webb  bill,  to 
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permit  co-operation  in  foreign  export  trade  passed 
the  House  in  the  Sixty-fourth  Congress,  and  was 
urged  by  the  President  in  his  address  at  the  begin- 
ning of  its  last  session.  Advocates  of  this  provision 
seemed  to  attribute  German  export  success  not  to 
strength  of  German  manufacturers  who  co-operated 
in  domestic  trade,  but  to  that  part  of  the  co-opera- 
tion, set  off  by  an  imaginary  line,  which  was  ef- 
fective abroad. 

Edward  N.  Hiwley,  before  retiring  from  the  Federal 
Trade  Comnaission,  published  a  book.  Awakening  of 
BvMness.  Mr.  Hurley  is  "in  favor  of  competitors 
meeting  in  trade  associations  when  they  meet  for 
the  purpose  of  improving  their  cost-accounting 
methods,  discussing  better  systems  of  standardizing 
products  and  materials,  and  working  out  more  ef- 
ficient methods  of  producing  their  goods  at  the 
lowest  possible  cost,  or  any  other  questions  that  de- 
velop efficiency";  but  though  he  recognizes  that 
"the  strength  that  comes  from  unity  has  proved  to 
be  the  backbone  of  Germany's  industrial  and  com- 
mercial achievements,"  and  "the  activities  of  Ger- 
man trade  bodies  suggest  many  ways  in  which  we 
can  develop,"  he  points  out  that  "some  lines  of 
activity  now  followed  by  German  trade  associations 
would,  of  course,  be  contrary  to  our  anti- trust  laws" 
and  he  does  "not  advocate  combinations  of  that 
character  in  the  domestic  trade  of  the  United  States" 
except  in  regulated  utilities,  including  ships,  and  in 
natural  resources. 

Mr.  Hurley  gives  an  account  of  European  co- 
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operation,  especially  German,  in  terms  of  its  ad- 
vantages for  foreign  trade.  Many  German  cartels, 
he  says,  "dominated  the  export  trade."  He  re- 
marks, "It  is  against  such  organizations  as  these, 
uniting  powerful  groups  of  foreign  concerns,  backed 
by  great  banks,  aided  by  railway  and  ship  lines,  and 
vigorously  assisted  by  foreign  governments,  that 
hundreds  of  comparatively  small  American  manu- 
facturers and  producers  must  compete  for  trade 
beyond  our  shores."  He  volunteers  that  it  is  in 
domestic  as  well  as  in  export  business  that  European 
co-operation  is  permitted;  the  German  Stahlwerks- 
band,  for  instance,  "controls  about  90  per  cent,  of 
Germany's  steel  production."  Business  men,  econo- 
mists, and  statesmen  of  the  leading  European  coun- 
tries, he  declares,  agree  that  "the  cartel  and  syn- 
dicate .  .  .  have  enabled  these  nations  to  hold  a 
dominant  position  in  the  world's  markets,"  and  he 
defines  a  cartel  as  "a  combination  to  control  the 
market" — not  the  export  market  alone,  but  the  do- 
mestic market  as  well.  European  results  are  "an 
eloquent  argmnent  for  co-operation  in  American  ex- 
port trade."  Mr.  Hurley  even  emphasizes  that  "the 
anti-trust  laws  of  the  United  States  are  one  of  the 
causes  of  the  lack  of  co-operation  in  American  busi- 
ness," and  that  "many  of  the  forms  of  business  or- 
ganization of  our  foreign  competitors,  if  adopted  by 
/Vmerican  business  men  in  domestic  trade,  would  be 
held  to  be  in  violation  of  federal  law." 

Yet,  nevertheless,  "the  Federal  Trade  Conmiis- 
sion  does  not  for  a  moment  reconmiend  the  use  of 
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such  organizations  in  our  domestic  trade,"  but  only 
in  export  trade,  in  which  Mr.  Hurley  predicts 
"American  business  will  be  able  to  hold  its  own  in 
the  markets  of  the  world  and  meet  the  organized 
competition  which  confronts  it  there."  Nowhere 
does  he  indicate  what  factor  American  business  is  to 
substitute  for  the  strength  in  export  trade  which  he 
says  Europeans  attribute  to  their  co-operation  in 
domestic  trade.  He  recognizes  the  Sherman  Act  "as 
a  permanent  part  of  our  public  policy,"  is  "not  in 
favor  of  its  repeal,"  and  regards  it  as  having  "a 
wholesome  restraining  effect  upon  business." 

The  Federal  Trade  Commission  officially  advo- 
cated the  measure  permitting  co-operation  in  export 
trade,  while  urging  the  views  just  quoted  as  affecting 
domestic  trade.  Others  urged  that  the  United 
States  tariff  should  be  so  adjusted  as  to  shield  the 
domestic  producer  from  foreign  dumping,  while  they 
evinced  no  interest  in  shielding  the  domestic  pro- 
ducer from  dumping  by  another  domestic  producer 
unless  the  dumping  were  clearly  aimed  by  a  combine 
against  the  existence  of  independents. 

UNCERTAINTY    PERPETUAL 

In  such  a  babel  of  counsels  the  American  business 
man  considered  new  enterprises.  Some  lawyers 
thought  that  when  the  Supreme  Court  got  a  case 
which  involved  competitors'  agreements  the  inter- 
pretation would  not  agree  with  that  of  the  Circuit 
Court  in  the  Steel  case  (volunteering  the  opinion 
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that  the  Gary  dinners  were  illegal)  but  would  hold 
co-operation  legal  if  not  detrimental  to  the  public 
interest.  It  was  claimed  that  sanction  for  such  co- 
operation was  consistent  with  the  act  as  declared 
in  the  Oil  and  Tobacco  decrees.  The  late  Charles  F. 
Matthewson,  a  lawyer  member  of  the  committee 
of  the  Chamber  of  Commerce  of  the  United  States 
which  framed  the  referendum  of  that  body  on  the 
anti-trust  bills,  said,  "The  Supreme  Court  saved  the 
Sherman  Act  by  the  construction  which  it  placed 
upon  it.  If  the  court  had  held  that  the  act  was  in- 
tended to  exclude  all  competition-lessening  contracts, 
even  if  they  had  no  relation  to  the  pubUc  health, 
safety,  morals,  or  welfare,  and  did  not  affect  them 
deleteriously  at  all,  they  would  have  no  option 
except  to  declare  it  outside  of  the  police  power 
of  Congress  and  therefore  unconstitutional  and 
void." 

Yet  our  business  man  asked  to  be  excused  from 
talking  about  new  ventures  all  the  same — for,  he 
inquired,  is  not  a  group  of  statesmen,  nobody  knows 
how  large,  demanding  that  the  act  be  amended  so  as 
to  cover  all  restraints  whatever,  and  does  anybody 
in  his  senses  suppose  that  a  public  opinion  radi- 
cal enough  to  pass  such  an  amendment  to  the  act 
would  not  be  radical  enough  to  adopt  a  constitutional 
amendment  validating  it?  He  wanted  a  token — a 
bow  in  the  sky. 

Put  yourself  in  the  place  of  the  American  business 
man  one  week  before  the  assassination  of  the  Aus- 
trian heirs.    Assume  for  the  sake  of  argument  that 
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he  could  obtain  capital  for  a  fresh  undertaking  if  he 
desired  it.  He  did  not  desire  it.  He  believed  that 
as  things  went  cutthroat  competition  would  be 
maintained,  or,  as  he  remarked,  "One  of  these  days 
somebody  is  going  to  jail."  Under  such  circum- 
stances this  business  man  said,  "Well,  it  won't  be 
ME"  and  motored  off  to  the  links.  Then  came  war. 
The  papers  pointed  out  the  openings  for  foreign 
trade  created  by  the  bottling  up  of  the  German 
marine  and  the  diversion  of  labor  in  all  the  belligerent 
countries  from  industry  to  the  army.  Mr.  Vander- 
lip  hastened  to  file  with  the  Federal  Reserve  Board 
application  for  sanction  to  open  branches  of  the 
National  City  Bank  at  Buenos  Ayres  and  Rio  de 
Janeiro.  Statistics  were  published  showing  the  ex- 
ports of  the  embattled  nations  to  lands  where 
Americans  need  only  lug  their  products  (if  they  could 
get  ships)  to  pick  up  millions  of  trade,  much  of 
which  they  could  retain  permanently  if  their  wares 
were  satisfactory.  How  did  all  this  affect  the  man 
on  the  Unks?  Did  he  excuse  himself  and  beat  it  to 
the  club-house  lest  his  mates  be  in  front  of  him  at  the 
killing?  Not  he.  He  breathed  a  pious  remem- 
brancer to  the  Sherman  Act  and  its  perennial  zig- 
zags and  set  his  legs  for  another  drive. 

"Psychology"  was  in  a  real  sense  a  factor  in  the 
slower  rate  of  industrial  development.  Whether  or 
not  business  men  had  valid  reason  for  doubt  and 
hesitation  about  the  law  and  about  its  future  inter- 
pretation and  administration,  enough  of  them  be- 
lieved they  could  not  under  it  do  things  which  they 
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regarded  as  essential,  to  cut  down  materially  the 
national  horse-power. 

A  despotic  monarch  or  a  military  dictator  could 
put  an  end  to  the  pendulous  oscillations  in  public 
policy  on  this  subject  and  promptly  provide  sanc- 
tions designed  to  fortify  domestic  producers  in 
foreign-export  trade.  Could  the  American  people 
do  it?  In  other  words,  were  they  capable  of  self- 
govermnent?  This  was  a  real  question  with  that 
generation  of  business  men  who  had  lived  through 
sixteen  years  of  actual  self-government  in  the 
twentieth  century. 


Chapter  VI 

THE  DROUGHT  IN  CAPITAL 
SCAPEGOATS  VARIOUS 

FROM  statute  law,  the  fluctuations  m  which  had 
given  business  men  a  reluctance  to  use  capital 
even  when  available,  turn  now  to  another  factor 
in  "disappointing  volume  of  trade" — the  influence  of 
government  upon  capital  supplies. 

It  could  not  be  candidly  held  that  the  causes  of 
exhaustion  of  credit  were  all  to  be  found  in  the 
American  governments.  Capital  proceeds  from  a 
reservoir  which  is  international.  That  the  level  of 
the  contents  had  sunk  was  due  to  world-wide  in- 
fluences. 

One  of  the  largest  of  these  causes  was  militarism. 
Armaments,  unlike  the  industrial  mill,  produce 
nothing  for  hmnan  wants,  make  no  earnings  for  up- 
keep and  replacement,  and  merely  eat  their  heads  ofif 
until  obsolescence  tosses  them  to  the  scrap-heap. 
To  have  saved  a  part  of  the  two  and  a  half  billions 
which  for  some  years  before  1914  were  consiuned 
annually  by  the  nations  on  military  objects  would 
have  enormously  and  immediately  increased  capital 
supplies  for  the  world  and  hence  for  American  un- 
dertakings. 
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Nobody  seemed  to  claim  that  the  waste  of  capital 
in  military  expenditures  up  to  1914  could  have  been 
minimized  by  a  different  policy  from  that  which  the 
United  States  government  followed. 

Fanciful,  also,  would  be  the  effort  to  account  for 
much  of  the  private  extravagance  of  the  time  by  the 
bad  example  of  the  government.  Individual  habits 
of  luxury  had  been  an  important  factor  in  depletion 
of  capital. 

Whatever  is  squandered  is  waste — its  cost  if  saved 
could  have  been  devoted  to  the  establishment  of 
mechanism  for  employing  men  in  the  production  of 
necessaries.  When  individuals  live  up  to  their  in- 
comes they  add  nothing  to  the  accumulated  capital 
wherewith  industry  progresses  and  expands.  The 
price  of  luxuries  is  boosted  by  exaggerated  demand; 
that  of  necessaries  by  diversion  of  labor  to  the  manu- 
facture of  superfluities,  thus  restricting  the  produc- 
tion of  essential  commodities.  It  takes  more  dollars 
to  do  a  ton  of  business  when  people  are  extravagant 
and  prices  are  high.  Not  so  much  wealth  can  be 
created  with  an  invested  dollar.  Capital  is  depleted 
by  abuse  as  well  as  by  use.  The  years  before  and 
after  the  end  of  the  centmy  had  seen  a  growth  of 
luxurious  living  and  lavish  spending  for  which 
the  responsibility  lay  with  individuals,  not  with  the 
government,  wasteful  though  the  government  may 
have  been. 

What  we  are  seeking,  however,  is  to  fix  re- 
sponsibility upon  government  for  its  own  improvi- 
dence. 
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DEMOCRACY   ON   THE   SPEND 

Professor  Henry  J.  Ford  has  already  been  quoted 
as  saying  that  the  Republic  spends  more  in  govern- 
ing than  do  the  European  monarchies.  Not  only  the 
American  Republic,  but  republics  in  general. 

Consider  the  conditions.  What  manner  of  men  in 
any  country  are  those  bom,  bred,  and  trained  to  do 
for  the  rest  of  us  the  skimping  and  cheese-paring? 
The  dyspeptics:  the  men  of  arid  spirit  and  squinting 
disposition:  the  friendless  of  the  earth.  Take  your 
own  treasurer.  You  trust  him,  you  respect  him,  you 
tolerate  him,  because  you  must  have  him  or  an- 
other; but  can  you  fancy  giving  him  three  cheers 
and  voting  for  him  for  public  office?  The  citizens 
choose  the  generous,  impulsive  fellow  who  shakes 
their  hands,  implants  aseptic  caresses  upon  their 
eugenic  offspring,  sympathizes  with  their  misfor- 
tunes, promises  them  immediate  and  sumptuous 
relief,  and,  in  short,  avows  a  big  policy  for  a  big 
country.  Even  suppose  it  were  possible  to  have  an 
all-Scrooge  Parliament — ^who  desires  one?  A  con- 
gress of  misers  would  be  an  abandonment  of  the 
democratic  essence.  What  is  popular  government 
for?  To  give  expression  and  effect  to  the  people's 
aspiration  for  a  more  widely  diffused  prosperity,  for 
an  elimination  of  hardships  and  inequalities  and  for  a 
conunonwealth  in  which  nothing  is  too  good  for  the 
people.  How  would  such  a  program  fare  in  a 
House  of  Treasurers?  Elective  legislators  under 
popular  suffrage  necessarily  represent  a  thrift  no 
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more  rigorous  than  that  of  the  average  among  the 
voters.  In  Switzerland  at  the  period  under  review 
not  above  half  the  people  had  savings  deposits;  in 
the  United  Kingdom,  only  one  in  three;  in  the 
United  States,  only  one  in  seven. 

But  our  question  is,  Are  the  American  people 
capable  of  self-government?  In  the  matter  of  ex- 
penditures this  inquiry  becomes,  Are  they  capable 
of  self-control? — can  they  stop  in  time?  For  it  is  the 
history  of  governments  that  they  did  not  stop  in 
time,  that  the  government  dissipated  a  larger  and 
larger  proportion  of  the  earnings  of  the  people,  until 
at  last  it  destroyed  wealth  faster  than  the  people 
could  create  it,  and  the  barbarians  broke  in.  You 
cannot  have  business  establishments  of  any  kind 
whatever  unless  amounts  are  saved  by  somebody. 
No  man  or  men  can  consume  from  six  months  to  two 
years  in  perfecting  an  invention,  in  erecting  a  plant, 
and  in  making  the  product  known  to  buyers,  all 
before  the  receipts  have  totaled  one  cent,  unless 
somebody  has  saved  up  what  must  be  in  hand  to 
grub-stake  it  on. 

Taxation  may  reach  the  point  where  the  govern- 
ment is  taking  the  savings  of  the  thrifty  to  admin- 
ister. President  Taft  frankly  said  that  the  cor- 
poration tax  had  another  purpose  than  to  raise 
revenue.  President  Roosevelt  advocated  the  re- 
duction of  "swollen  fortunes."  Did  these  states- 
men seriously  believe  that  sums  so  seized  would  be 
employed  for  the  greatest  good  of  a  greater  number 
than  if  left  in  private  hands,  in  banks,  in  estates? 
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Carried  far  enough,  taxation  would  abolish  individ- 
ual management  of  surplus  income.  Bernard  Shaw 
looked  toward  that  result  when  he  urged  equality 
of  incomes.  Elsie  de  Wolfe,  sometime  actress  and 
hence  possessor  of  corporate  bonds,  went  into  litiga- 
tion to  test  whether  Congress  might  tax  her  income 
at  a  rate  which  became  progressively  higher,  up  to 
any  amount  the  unhappy  appellant  was  likely  to 
have.  Miss  de  Wolfe's  legal  advisers  showed  that 
if  millionaires  were  taxed,  like  her,  at  a  rate  in- 
definitely progressive,  some  incomes  would  rise  above 
the  limit  at  which  the  tax  rate  would  be  100  per  cent. 

Who  then  would  provide  new  mills,  new  mer- 
cantile shops,  new  transportation  lines,  newly 
equipped  farms,  or  keep  the  old  ones  up?  When 
the  world  was  created  it  was  doubtless  foreseen  by 
omniscience  that  fire,  frost,  water,  and  gravitation, 
not  to  say  medicine  and  food  itself,  especially  drink, 
would  kill;  but  the  view  appears  to  have  prevailed 
that  without  them  there  would  not  have  been  any- 
body to  kill  or  to  nourish,  either,  so  we  have  these 
agencies  of  nature,  necessary  and,  on  the  whole, 
beneficent,  in  spite  of  defects  of  their  qualities.  We 
endure  an  occasional  sting  for  the  sake  of  the  honey. 

Individual  humans  possessing  certain  rare  quali- 
ties have  to  be  put  up  with  in  something  the  same 
way.  If  the  government  leaves  some  surplus  income 
of  persons,  of  firms,  and  of  corporations  to  be  con- 
trolled by  those  individuals  who  possess  the  rare  gift 
of  so  managing  as  to  have  a  surplus  on  each  year's 
transactions,  the  government  enables  them  to  spend, 
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and  some  of  them  will  spend  a  part  of  it  foolishly. 
But,  on  the  other  hand,  if  the  State  takes  the  surplus, 
not  a  small  part  will  be  spent  foolishly,  but  a  huge 
part.  Should  the  government  do  that  thing,  then 
eventually,  if  that  process  went  on,  nobody  in  the 
country  would  have  employment  or  income  or  sub- 
sistence, because  the  instrumentalities  of  production 
would  not  be  maintained,  renewed,  or  added  to  in 
proportion  to  the  growing  population. 
What  are  the  facts? 

THE   PUBUC  MAW 

Governments  were  bidding  against  business  for 
money,  and  getting  a  larger  and  larger  share  of  the 
supply.  In  the  United  States  in  1905  Federal,  State, 
county,  and  municipal  security  issues  were  26.4  per 
cent,  of  the  total  for  all  purposes.  In  five  of  the 
eight  years  following  1905,  with  the  return  to  actual 
self-government  in  full  career,  the  percentage  ex- 
ceeded that  ratio.  In  1908  it  was  30.8,  in  1910, 
33.3,  and  in  1913,  40.  Even  England,  with  her  war 
budget,  never  went  above  37.5  per  cent,  in  time  of 
peace.  Forty  per  cent,  of  the  national  income  taken 
by  government,  and  the  ratio  half  again  greater 
than  before  the  period  of  self-government  began! 

If  the  cost  of  running  the  United  States  govern- 
ment had  been  held  down  in  1916  to  the  rate  per 
capita  of  1896,  the  national  outlay  would  have  been 
$205,936,455  less  than  it  was.  In  the  last  census 
year,  1914,  for  every  $3,239  of  capital  invested  in 
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manufactures  one  person  was  employed  in  industry. 
Employment  was  light  in  1914,  but  applying  this 
average  to  1916,  that  part  of  the  Federal  expendi- 
tures represented  by  the  increase  per  capita  in 
twenty  years  would,  if  invested,  have  added  63,580 
men  to  the  industrial  pay-roll.  In  State  expendi- 
tures on  the  1890  basis  per  capita  the  amount  saved 
in  1914  (estimated)  would  have  been  $272,429,965, 
capable  of  employing,  if  invested,  84,109  men.  In 
urban  communities  on  the  1902  basis  per  capita  the 
saving  m  1912  would  have  been  $548,136,705,  which 
would  have  put  to  work,  if  invested  in  industry, 
169,230  men. 

Our  national  government.  States,  counties,  and 
cities  did  public  work  at  inunensely  higher  cost  than 
in  other  countries,  not  to  compare  them  with  private 
concerns.  If  an  individual  craved  a  park  and 
lacked  the  wherewithal,  he  forewent  the  park.  If 
citizens  proposed  such  a  luxmy  the  council  did  not 
know  and  might  not  ask  whether  the  city  could 
afford  it  or  not,  but  bought  the  park.  This  at  the 
outset  diverted  private  money  from  industry  into 
city  bonds,  and  then  year  after  year  saddled  the 
interest  on  the  taxpayers,  who  might  otherwise  have 
invested  that  money  in  business.  It  was  this  ten- 
dency which  was  exaggerated  instead  of  checked  un- 
der the  new  self-government. 

You  asked  an  acquaintance  whether  he  would  like 
to  go  in  with  you  in  building  a  factory  to  employ  a 
few  thousand  men.  He  replied  that  he  had  been 
attracted  by  the  security  offered  by  State  govern- 
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ments,  which  are  not  dependent  upon  earnings  to 
meet  their  obligations,  but  can  indefinitely  tax  the 
people;  hence  he  had  put  all  his  available  resources 
into  bonds  of  the  State  of  New  York  issued  to  in- 
crease the  capacity  of  the  Erie  Canal.  "Why,"  you 
exclaimed,  "I  didn't  realize  that  the  traffic  had  so 
outgrown  the  Erie  Canal  as  to  warrant  its  enlarge- 
ment !"  Your  friend  grinned  and  replied :  "It  hasn't. 
The  tonnage  has  shrunk  from  2,031,307  in  1909  to 
1,788,453  in  1913  and  1,155,235  in  1915." 

The  pension  bill  of  the  United  States  government 
in  1900,  thirty-five  years  after  the  close  of  the  war 
for  the  Union,  was  $138,462,130.  After  fifteen  years 
of  self-government  it  was  $164,387,942. 

A  high  authority  estimated  that  the  Federal  de- 
partments could  be  operated  for  $300,000,000  less  a 
year  than  they  were.  Naval  expenditures  of  the 
United  States  in  the  twenty  years  1894-1914  aver- 
aged more  than  $100,000,000  a  year;  of  Germany, 
less  than  $80,000,000 — and  in  value  received  for  the 
outlay  the  two  countries  compared  at  the  end  of  that 
time  as  follows:  spending  25  per  cent,  more  a  year 
than  Germany,  the  United  States  had  not  25  per 
cent,  more  battle-ships  of  all  four  types  than  Ger- 
many, but  only  4  per  cent,  more;  and  while  we  had 
gunboats,  monitors,  and  submarines  90,  which  was 
twice  as  many  as  Germany,  that  government  had 
52  cruisers,  or  53  per  cent,  more  than  we,  and 
110  torpedo-boats  and  destroyers,  which  was  121 
per  cent,  over  ours,  and  her  complement  of  oflficers 
and  men  was  93,209  against  our  63,857,  or  46  per 
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cent,  greater.  Nobody  undertook  to  show  that 
Germany  was  25  per  cent,  mferior  to  the  United 
States  in  preparedness  for  service. 

Did  any  one  seriously  deny  that  needlessly  large 
Federal  buildings  were  put  up  in  small  towns?  When 
had  army  engineers  ceased  to  distrust  the  wisdom  of 
appropriations  for  improvement  of  rivers  which  were 
already  deeper  than  many  a  heavy-laden  stream  in 
Europe  and  yet  had  no  tonnage  worthy  the  name? 
Was  there  a  despotic  government  in  the  world  which 
took  anything  like  the  amount  of  the  people's 
money  wasted  in  Washington  in  printing,  binding, 
and  storing  tons  of  public  documents  groimd  out  in 
excess  of  the  public  demand?  Would  any  other 
government  have  had  the  boldness  to  print  free  and 
distribute  under  frank  the  speeches  of  members  of 
Congress?  What  heed  had  been  paid  to  the  argu- 
ment of  a  former  Secretary  to  show  that  a  number  of 
navy-yards  could  economically  be  discontinued? 

SPILLING  THE   SURPLUS 

Every  unnecessary  dollar  voted  for  any  of  the 
purposes  enumerated,  or  for  any  purpose,  was  a  dol- 
lar which,  if  left  in  private  hands,  could  have  gone 
into  investment  employing  men  and  producing  con- 
sumables. To  whatever  extent  government  taxed 
the  citizens,  or  some  of  them,  in  order  to  nourish 
some  able-bodied  inhabitants,  it  was  obstructing 
national  prosperity.  Was  there  ever  a  deceased  na- 
tion which  did  not  show  among  its  unmistakable  and 
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controlling  symptoms  just  such  progressively  increas- 
ing levies  upon  the  thrifty  for  the  distribution  of 
largess?  Was  not  the  spirit  of  1900-16  the  same  old 
aim  to  appease  certain  classes  of  the  population  upon 
whom  those  in  authority  depend  for  the  perpetuation 
of  their  power? 

Controlled  government  had  been  personified  by 
Joseph  G.  Cannon,  Speaker  of  the  House.  When 
self-government  came  into  its  own  one  of  its  victories 
was  the  downfall  of  * '  Cannonism. ' '  What  was ' '  Can- 
nonism"?  For  one  thing  it  was  legislative  respon- 
sibility. A  member  would  drop  in  on  the  Speaker 
to  ask  whether  he  would  be  recognized  for  advancing 
a  public-buildings  bill.  "Treasury  can't  afford  it," 
would  be  the  reply.  The  member  would  retire  and 
obtain  signatures  to  a  petition.  "No,"  the  Speaker 
would  persist;  "can't  afford  it."  The  signers  would 
sally  forth  once  more  and  come  back,  this  time  with 
a  majority  or  two- thirds  of  the  whole  House  on  their 
prayer.  "No,"  said  the  Speaker;  "we  are  facing  a 
deficit."  "But,  Uncle  Joe,"  he  would  be  asked,  "do 
you  mean  to  say  there  is  no  way  that  the  House  of 
Representatives  of  this  RepubUc  can  work  its  will?'* 
"To  be  sure  there  is,"  the  czar  would  retort:  "get  a 
new  Speaker.  You  can  do  that  any  hour  any  day. 
But  so  long  as  I  am  Speaker  the  responsibility  is  mine 
and  I  intend  the  government  shall  live  within  its 
means."  Whereupon,  one  year,  self-government 
overthrew  accountable  responsibility  by  transferring 
control  of  the  House  to  a  Conmiittee  on  Rules,  of 
which  the  Speaker  was  not  a  member.    Seven  com- 
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mittees  prepared  appropriation  bills  and  the  man  in 
the  street  was  defied  to  discern  who  was  to  blame  for 
the  total. 

The  United  States  was  a  new  country.  The  open- 
ing up  of  its  natural  resources  and  the  peopling  of 
its  area  could  still  be  continued  with  profit  higher 
than  is  usual  in  older  countries.  Hence  capital  in 
the  main  moved  to  rather  than  from  the  United 
States;  practically  the  whole  amount  which  the 
Federal,  State,  and  local  governments  might  refrain 
from  borrowing  or  taking  by  taxation  would  remain 
within  the  country.  It  would  go  into  industrial, 
agricultural,  and  transportation  enterprises.  It 
would  realize  to  the  country  that  increase  in  volmne 
of  business  for  the  lack  of  which  American  commer- 
cial concerns  in  the  twelve  months  ending  June  30, 
1914,  failed  to  the  amount  of  $324,000,000. 

TARIFF  UPHEAVALS 

Capital  supplies  tended  to  dry  up  from  another 
cause.  A  great  part  of  the  industry  was  dependent 
upon  the  customs  tariff.  Reference  is  not  confined 
to  industries  whose  managers  believed  they  required 
protection  and  shrank  from  enlarging  their  invest- 
ment through  fear  of  a  reduction  in  the  duty.  The 
mere  apprehension  of  a  tariff  readjustment,  be  it 
upward  or  downward,  whether  directly  affecting  or 
not  the  individual  manufacturer,  was  a  factor  tend- 
ing to  make  enterprise  less  bold. 

European  countries  and  Canada  adjusted  their 
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customs  tariff  continuously,  as  conditions  warranted, 
one  item  at  a  time.  The  United  States  would  leave 
hers  rigid  for  several  years,  and  then  enter  upon  a 
period  of  controversy  over  an  election,  followed  by  a 
protracted  battle  of  influence  and  wits  before  Con- 
gress, the  agony  continuing  until  it  finally  became 
known  that  on  a  specific  date  the  new  schedules 
would  be  thus  and  so. 

These  upheavals  forced  business  men  to  live  hand- 
to-mouth  a  considerable  part  of  every  decade  in- 
stead of  trading  equably  and  uninterruptedly.  It 
kept  investors  on  tenter  hooks.  It  was  essentially 
democratic;  self-government  was  the  means  of 
keeping  such  disturbances  going.  The  involun- 
tary relinquishment,  in  large  degree,  of  political 
control  by  protected  interests  in  our  test  period 
of  actual  self-government  had  not  availed  to  pre- 
vent recurrence  of  such  tariff  disturbances  and  un- 
certainty as  would  be  regarded  in  other  countries  as 
barbaric. 

A  non-partisan  movement  for  a  tariff  board  re- 
sulted in  the  appointment  of  such  a  body  as  an 
executive  measure,  the  avowed  purpose  of  which  was 
to  provide  authentic  and  impartial  facts  wherewith 
to  test  statements  of  interested  witnesses;  but  the 
next  Congress  abolished  the  board  by  refusing  the 
appropriation,  and  dealt  with  the  tariff  not  piece- 
meal, but  in  a  general  revision.  None  of  the  three 
parties  which  had  tickets  in  the  field  in  1912  and  in 
1916  discussed  in  its  platform  the  evil  of  uncertainty 
and  upheaval  arising  from  general  tariff  revisions. 
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The  same  party  which  had  abohshed  the  tariff  board 
authorized  at  the  next  Congress  its  re-establishment. 
It  was  any  business  man's  guess  what  would  occur 
next. 


CAPITAL    PRODTJCnON    CHECKED    AT    THE    FOUNTAIN 

Creation  of  surplus  is  a  function  so  vital  to  the 
whole  population  that  it  may  overshadow  all  else. 
"Psychology"  was  considered  in  the  chapter  preced- 
ing— the  unwiUingness  of  leaders  of  enterprise  to  em- 
ploy capital  even  when  they  could  obtain  it.  But  the 
product  of  successful  enterprise  is  itself  capital.  The 
capacity  of  a  people  to  govern  themselves  may  be 
measured  by  their  ability  to  retain  the  services  of 
those  who  are  capable  of  so  managing  affairs  as  to 
produce  enough  articles  of  consumption  and  provide 
enough  employment  to  go  round.  World  without 
end  the  rest  of  us  denounce  and  outlaw  the  most  out- 
rageous of  their  deviltries  not  too  long  after  they  have 
seen  us  coming  and  invented  more  insidious  substi- 
tutes. We  hedge  them  about,  if  Heaven  gives  us 
light,  as  we  do  our  mechanical  monsters  in  the  mill 
— for  safety.  We  ridicule  and  coax  them  into 
plainer  living  and  livelier  sympathy.  But  in  what- 
ever degree  our  Lilliputian  shackles  may  fall  short  of 
restraining  these  Gullivers,  we  let  them  work  them- 
selves thin  (if  they  will)  at  their  predestined  job  of 
keeping  us  fed,  clothed,  and  housed  in  spite  of  our 
improvidence. 

In  England  and  on  the  Continent  men  retired  from 
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active  business  life  at  a  much  earlier  age  than  was 
usual  in  the  United  States  in  the  latter  years  of  the 
nineteenth  century.  To  foreigners  it  had  been  mat- 
ter for  sarcasm  that  American  business  men  went 
toiling  on  while  they  had  breath,  apparently  never 
sated  with  accumulation.  Can  some  patient  statis- 
tician compute  what  the  American  habit  had  meant 
to  the  whole  American  people  in  steady  employment 
and  stored  comfort?  Suppose  the  figures  showed 
that  in  1916,  by  reason  of  instabiUty  of  the  laws  gov- 
erning business  and  because  of  progressive  taxation, 
the  average  American  endowed  with  the  gift  of 
management  dropped  work  five  years  earlier  than  in 
1900.  One  thousand  such  men  in  the  first  five  years 
after  the  curtailment  went  into  effect  would  be  tak- 
ing from  the  people  of  the  country  five  thousand  man- 
years;  this  is  a  way  of  expressing  the  loss  of  service 
which  was  suffered  by  the  majority  who  could  not 
manage  and  could  not  store  because  they  were  not 
bom  that  way — service,  too,  at  a  time  of  life  when 
the  managing  individual  was  at  the  fullest  in  knowl- 
edge, experience,  and  judgment.  It  may  have  been 
many  times  one  thousand  men,  and  many  of  them 
may  have  cut  longer  than  five  years  from  active 
Ufe. 

The  United  States  owed  her  rapidity  of  develop- 
ment as  compared  with  older  countries  not  only  to 
the  virgin  richness  of  her  resources,  but  in  great 
part  to  the  eagerness  of  her  men  to  keep  on  past 
middle  life,  seeing  that  enterprises  had  surpluses. 

A  contrary  impulse  generated  mainly  by  repellant 
7  97 


ARE  WE  CAPABLE  GF  SELF-GOVERNMENT? 

governmental  conditions  had  been  a  factor  in  the 
slowing  down  of  national  development. 

Self-government  with  one  hand  disanimated  devel- 
opers of  enterprises  from  the  use  and  the  production 
of  capital  and  with  the  other  hand  depleted  capital 
supply. 


Chapter  VII 

MARKETS  MARKING  TIME 
THE   SLUMP  IN   RAILWAY   ACTIVITY 

DISAPPOINTING  volume  of  trade  in  the  United 
States,  1907-14,  we  have  seen,  was  caused  partly 
by  hesitation  of  business  men  to  assume  risk  of  new 
investment,  partly  by  exhaustion  of  capital  supplies. 
Another  factor  was  impairment  of  markets  for  mer- 
chandise. What  governmental  influence  intensified 
that  unpairment? 

President  Wilson  on  the  occasion  when  he  termed 
the  depression  "psychological"  excepted  that  part 
of  the  dullness  originating  in  the  offices  of  the  rail- 
ways. There  is  hardly  any  conmaodity  which  is  not 
bought  by  the  roads.  What  is  used  by  them  di- 
rectly for  wages  and  suppUes  or  by  manufacturers  of 
goods  for  railway  use  reaches  so  stupendous  an  ag- 
gregate that  to  depress  it  by  a  moderate  percentage 
cripples  many  industries  and  reacts  unfavorably  on 
the  whole  national  business.  E.  B.  Leigh  con- 
structed a  sixteen-year  chart  showing  how  closely 
volume  of  general  business  follows  the  ups  and  downs 
of  railway  purchases.  "  Railway  purchases,"  he  con- 
cluded, "measure  general  business  prosperity." 

Another  direction  in  which  railway  operations  tend 
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to  create  purchasing  power  is  in  giving  accessibil- 
ity to  sources  of  wealth  previously  unable  to  reach 
market.  Laggard  construction  of  new  railway  mile- 
age goes  hand  in  hand  with  slow  extension  of  acreage 
under  crop  cultivation.  A  similar  coincidence  holds 
true  for  mining  and  forestry. 

Whenever  a  railroad  line  is  built  into  a  region  not 
before  served  with  transportation,  Aladdin  rubs  up 
to  view  a  new  squad  of  consumers  for  manufactured 
articles.  Individuals  begin  by  demanding  the  com- 
modities requisite  to  the  pioneer.  Settlements  be- 
come communities.  Individuals  require  more  goods 
than  before.  The  group  puts  investment  into  ac- 
tivities for  common  use,  such  as  the  school,  the  jail, 
the  hospital,  hotels,  stores,  theaters,  paving,  lighting, 
sewerage,  water-supply,  street-cars. 

Then  come  swarming  the  accessory  population  who 
extract  wealth  from  those  who  extract  it  from  the 
soil — clergyman,  physician,  lawyer,  teacher,  mer- 
chant and  his  employees,  persons  in  the  building 
trades,  in  insurance,  in  real  estate.  All  establish 
themselves  and  have  families.  All  become  con- 
sumers of  manufactured  products  because  the  rail- 
road Une  was  built. 

Who  can  measure  the  efifect  upon  older  commu- 
nities when  a  new  center  thus  comes  into  being? 
The  addition  to  consuming  power  enlarges  produc- 
tion and  hence  employment  in  manufactures.  This 
increases  in  the  mature  community,  as  demand  is 
created  in  the  new,  the  miscellaneous  population 
drawing  sustenance  indirectly  from  the  primary  in- 
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dustry  of  the  region.  It  augments  the  trade  which 
such  older  areas  do  with  one  another.  All  this  com- 
plex result  flows  from  the  construction  of  railway 
mileage  into  new  territory. 

Some  States  showed  an  absolute  loss  in  linear 
mileage  of  railways.  New  construction  there,  if  any, 
was  more  than  offset  by  abandonment  due  to  cut- 
ofifs  or  other  circmnstances.  In  other  States  the  in- 
crease was  small.  There  were  States,  such  as  Maine, 
Texas,  and  others,  having  vast  surfaces,  in  which 
scores  of  counties  had  not  a  single  furlong  of  railroad. 

No  basis  exists  for  estiniating  the  volume  of  trade 
which  might  have  been  transacted  by  manufacturers 
and  merchants  if  the  rate  of  new  mileage  in  unde- 
veloped regions  had  continued  as  in  previous  peri- 
ods or  as  it  actually  continued  in  the  extension  of 
branches  and  spurs  in  some  States  already  thick 
with  settlements.  It  was  the  continual  establish- 
ment of  new  communities  that  for  so  many  years 
enabled  each  business  concern  to  enlarge  its  own 
trade  without  cutting  into  that  of  anybody  else. 
Competition  is  less  vindictive  in  a  new  country  than 
in  an  old  one.  The  total  increased  so  steadily  and  so 
stupendously  that  nobody  needed  to  go  after  his 
neighbor's  business.  There  was  plenty  for  all. 
That  is  what  it  means  to  live  in  a  sparsely  settled 
country  possessing  rich  natural  resources. 

This  process  hung  suspended.  Why?  Was  there 
any  reason  for  ceasing  to  develop  new  areas?  Were 
there  no  States  which  had  territory  worth  cultivating 
and  uncultivated  because  inaccessible?    Was  all  the 
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rich  soil  taken  up,  all  the  mines  exhausted?  Or  on 
the  contrary,  had  we  forsooth  so  much  natiu*al  wealth 
within  reach  already  that  to  open  new  sections  to 
production  would  overstock  the  markets  and  depress 
prices  for  consmnables? 


EFFECT  OF  RAILWAY  REGULATION 

The  commonest  explanation  was  the  action  of 
government  in  removing  the  hope  of  rich  rewards 
which,  in  spite  of  the  high  risk  of  total  loss  so  often 
demonstrated,  formerly  attracted  capital  for  rail- 
way construction.  The  main  reason  why  transpor- 
tation lines  failed  to  maintain  their  rate  of  growth 
in  buying-power  and  in  mileage  for  developing  new 
territory  was  asserted  to  be  that  legislatures  and 
Congress  had  prescribed  compulsory  expenditures 
not  productive  of  revenue  and  made  inadequate  pro- 
vision for  adjustment  of  rates  to  meet  the  cost. 
When  the  Interstate  Commerce  Act  was  passed — and 
the  same  thing  is  true  of  most  if  not  all  the  State 
laws  creating  regulatory  commissions — restriction  of 
carriers  was  the  sole  thought.  Only  by  inference 
was  it  made  a  duty  or  even  a  power  of  the  commis- 
sion to  encourage  embarkation  in  railroad  enter- 
prises. The  power  by  inference  was  vigorously  dis- 
puted, for  instance,  by  Commissioner  Clements  in 
his  dissenting  opinion  in  the  5-per-cent.-advance 
case,  December,  1914. 

The  Hepburn  amendments  conferring  power  to  fix 
"maximum"  rates  explicitly  avoided  by  that  choice 
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of  language  giving  authority  to  fix  minimum  rates — 
that  is,  to  raise  rates.  If  four  lines  between  New 
York  and  Chicago  were  willing  to  file  an  advance  on 
some  commodity  which  shippers  of  other  commod- 
ities had  complained  of  as  not  paying  its  fair  share  of 
the  cost  of  transportation,  but  a  fifth  road  should 
decline  to  lift  that  charge,  this  would  effectually  keep 
it  down.  Any  line  charging  less  than  the  others 
would  get  all  the  tonnage.  Yet  the  Interstate  Com- 
merce Commission  could  not  order  that  one  road  to 
raise  that  rate.  This  in  face  of  the  statutory  obliga- 
tion of  the  commission  to  abate  discriminations. 
Much  less  could  they  order  raised,  though  they  could 
sanction,  if  filed,  a  rate  or  a  fabric  of  rates  in  order 
to  strengthen  credit  and  so  invite  construction  of 
pioneer  lines. 

Statesmen  had  yet  to  open  debate  upon  the  ques- 
tion of  lodging  with  rate-regulating  authority  a  veto 
over  legislation  which  would  compel  expenditure,  or 
co-ordinating  State  with  Federal  agencies  in  this 
field.  What  happened  to  American  railroads  was 
what  had  happened  to  American  taxpayers.  Self- 
government  did  not  keep  a  budget,  either  of  public 
accounts  or  of  accounts  of  those  whose  revenue  and 
expenses  it  regulated. 

THE  BiERCHANT  MARINE 

What  had  been  denied  to  the  United  States  in 
volume  of  trade  by  not  having  a  merchant  marine? 
However  speculative  this  question,  we  know  that  for 
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many  years  the  desirability  of  re-establishing  mer- 
cantile shipping  had  been  generally  conceded  in  the 
sea  and  Gulf  coast  regions.  There  it  was  m*ged  per- 
sistently that  a  merchant  marine  would  have  an  ac- 
cessory value  to  the  navy  in  development  of  seamen 
and  in  provision  of  auxiUary  vessels,  and  would  afford 
employment  and  profits  in  ship-construction  and 
ship-operation  and  promote  foreign  trade.  After  the 
opening  of  the  war  in  Europe  the  interior  joined  its 
voice  to  that  of  coasts,  alleged  famine  of  bottoms 
for  carriage  of  grain  and  cotton  having  made  the 
subject  personal  and  vivid  where  it  had  been  theoret- 
ical and  vague.  The  American  people  wanted  a 
mercantile  marine.    Had  they  obtained  it? 

Merchant-ships  built  in  the  United  States  in  1913 
aggregated  346,162  gross  tons,  compared  with  369,302 
as  long  before  as  1891  and  483,489  in  1901;  and 
American  shipping  engaged  in  the  foreign  trade  in 
1913  totaled  1,019,165  gross  tons,  compared  with 
2,496,894  in  the  first  year  of  the  Civil  War.  For 
many  years  debates  in  Congress  and  in  business  or- 
ganizations on  the  subject  turned  mainly  on  the 
proposal  of  subsidy.  Sometimes  the  majority  in 
Congress  against  subsidies  was  narrow,  but  it  was 
never  overcome.  The  most  that  was  done  was  to 
pay  mileage  for  fast  mail  service.  Opponents  of 
subsidy  stood  for  the  principle  that  nobody  ought  to 
be  bribed  to  engage  in  any  business.  It  was  de- 
clared the  historic  doctrine  of  the  Democratic  party 
to  oppose  such  grants,  and  in  expressing  in  1912 

solicitude  for  estabUshment  of  a  marine  the  plat- 
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form  of  that  party  reiterated  its  condemnation  of 
subsidies.  A  certain  number  of  Republicans  had 
always  adhered  to  the  same  view. 

Beyond  espousal  of  that  political  dogma,  oppo- 
nents of  subsidies  challenged  their  practicability. 
To  the  statement  that  shipping  under  foreign  flags 
owed  growth  to  such  grants  they  replied  that  a  very 
small  percentage  of  the  tonnage  engaged  in  British 
and  German  trade  was  subsidized.  They  contended, 
moreover,  that  what  made  it  impossible  for  steam- 
ships of  American  register  to  compete  with  foreign 
vessels  was  the  tariff  on  ships  and  on  ship  materials 
and  the  laws  regulating  employment  aboard  ship. 
Some  business  men  who  had  for  several  decades 
urged  subsidies  now  announced  their  conviction 
that  that  measure  was  politically  impossible  and 
turned  to  advocating  amendment  of  the  navigation 
laws.  Foreign-built  vessels  not  less  than  five  years 
old  having  been  authorized  to  be  admitted  to  Amer- 
ican registry  under  certain  conditions,  James  A. 
Farrell,  president  of  the  United  States  Steel  Cor- 
poration and  for  many  years  the  company's  leader 
in  the  development  of  exports,  spoke  for  revision  of 
the  navigation  laws  and  against  subsidies.  Upward, 
he  said  in  1914,  of  2,500,000  of  foreign-flag  tonnage 
was  owned  by  Americans,  and  many  more  vessels 
would  take  advantage  of  the  authority  to  transfer 
to  United  States  registry  "if  prudent  revision  of 
our  navigation  laws  were  made,  rendering  operation 
of  American  vessels  possible  on  a  basis  fairly  com- 
petitive with  ships  of  other  nations.    Until  this  is 
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done,  capital  cannot  be  expected  to  purchase  or 
build  ships  and  operate  them  at  a  loss  in  oversea 
trade.  We  need  more  liberal  navigation  laws  rather 
than  subsidies." 

Rejoinder  was  made  to  this  that  to  level  conditions 
of  labor  on  American  ships  to  the  standards  preva- 
lent among  foreign-registered  vessels  was  politically 
quite  as  impracticable  as  were  subsidies.  In  the 
very  shock  and  distress  due  to  the  war  a  new  meas- 
ure extending  the  protection  of  the  government  still 
further  over  seamen  passed  both  houses  of  Congress 
and  was  signed  by  the  President.  Practically  all  the 
companies  operating  steamships  in  the  foreign  trade 
then  sold  their  ships  to  foreign  interests  or  trans- 
ferred their  registry. 

The  New  York  Chamber  of  Commerce  advanced 
the  proposition  that  the  government  create  a  board 
not  attached  to  any  Federal  department,  to  be  com- 
posed partly  of  government  officials  and  partly  of 
men  experienced  in  shipping  matters,  "equal  in 
dignity  with  the  Federal  Reserve  Board,"  with  suf- 
ficient compensation  to  attract  men  of  the  highest 
standard  and  the  broadest  experience;  this  board 
to  determine  which  routes  should  be  developed,  and 
empowered  to  contract  with  steamship  owners  for 
the  government  to  pay  for  ten  years  the  difference 
between  the  cost  of  constructing  such  vessels  in 
American  yards  and  European  yards  and  to  pay  for 
twenty  years  the  difference  between  the  cost  of 
operating  under  American  and  under  European 
standards.    The  board  should  also  be  empowered 
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"to  contract  with  approved  steamship  enterprises," 
during  ten  years,  "to  guarantee  bonds  representing 
50  per  cent,  of  the  cost  to  the  owners  of  such  vessels 
as  have  been  approved  by  the  board  for  a  service 
which  the  board  believes  to  be  desirable  from  the 
standpoint  of  pubhc  welfare."  The  same  chamber 
suggested  that  speed  requirements  for  existing  mail 
subsidies  be  reduced  without  cutting  down  the 
mileage  pay. 

Another  plan  was  voted  upon  by  the  constituent 
bodies  in  the  Chamber  of  Commerce  of  the  United 
States,  who  opposed  overwhelmingly  government 
ownership,  operation,  investment,  or  guarantee, 
while  approving  subsidies  and  subventions  by  large 
majorities. 

Congress  passed  in  1916  a  shipping  bill  which 
authorized  $50,000,000  of  Panama  Canal  bonds  and 
created  a  Shipping  Board  to  be  paid  $7,500  a  year 
to  build,  buy,  or  lease  vessels,  operate  them  or  lease 
or  sell  them  to  American  citizens.  Americans  must 
give  the  board  first  opportunity  before  seUing  ships 
into  foreign  registry  or  to  a  non-citizen.  The  board 
cannot  operate  a  ship  unless,  as  determined  by  the 
President,  it  shall  be  unable  to  contract,  after  com- 
petitive bidding,  with  a  citizen  for  purchase  or  lease. 
The  board,  corporation,  and  business  are  to  be  termi- 
nated within  five  years  after  the  close  of  the  war  in 
Europe.  The  board  is  to  investigate  the  relative 
cost  of  building  and  operating  merchant-vessels  in 
this  and  other  countries,  ascertain  what  is  needed  to 
develop  marine  insurance,  reconmiend  amendments 
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to  the  navigation  laws,  and  investigate  the  legal 
status  of  mortgage  bonds  on  vessel  property. 

Granted  that  the  original  blow  to  American  mer- 
cantile marine  was  the  Civil  War  and  that  subsequent 
difficulty  in  regaining  our  former  position  was  largely 
due  to  the  start  obtained  over  us  by  the  British 
at  that  time,  what  is  the  bearing  of  the  narrative 
just  recited  upon  the  inquiry  which  is  the  subject  of 
this  book?  We  have  seen  that  no  solution  had 
proved  "pohtically"  possible  after  many  years  of 
discussion,  and  that  the  governmental  experiment 
authorized  in  1916  was  substantially  different  in 
essence  from  the  proposals  offered  by  those  engaged 
in  commerce.  Of  an  individual  you  say  that  he  is 
too  feeble  to  take  care  of  himself  when  he  "lacks 
decision."  Can  a  people  take  care  of  themselves — 
govern  themselves — if  they  cannot  get  together  on 
means  of  obtaining  advantages  regarded  as  necessary 
for  their  prosperity  short  of  many  years  during  which 
valuable  opportunities,  perhaps  independence  itself, 
are  sUpping  away? 


Chapter  VIII 

THE  "LABOR  SQUEEZE" 
THE   HIGHER   COST  OF   FOOD 

INDUSTRIAL  profit,  the  typical  business  man  was 
quoted  as  saying  in  a  previous  chapter,  had  been 
"squeezed  by  labor."  To  this  factor,  combined 
with  disappointing  volume  of  business,  were  attrib- 
uted rising  commercial  failures.  Employees  of  rail- 
ways in  1899  were  paid  on  the  average  $563.  In 
1915  this  had  risen  to  $826.  In  manufactures  wages 
in  1899  averaged  $426;  in  1909,  $518,  and  m  1914, 
$579. 

The  leading  cause  assigned  for  high  wages  was  in- 
creased cost  of  living.  The  base  price  witH  which 
conunodity  levels  in  any  year  are  now  compared  is 
an  average  for  346  conmiodities.  Compared  with 
1899,  when  business  had  begun  to  expand,  and  the 
new  governmental  era  was  yet  to  be  launched,  the 
excess  in  1915  had  reached  35.1  per  cent. 

The  origin  of  high  prices  is  the  cost  of  food.  Con- 
gress in  1900  spent  for  the  Department  of  Agriculture 
$3,625,851.  The  appropriation  bill  enacted  in  1916 
granted  for  this  purpose  $24,500,000.  Total  cost  of 
irrigation  projects,  in  addition,  had  reached  in  1916 
a  total  from  the  beginning  which  ran  up  into  the 
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hundred  millions.  What  had  the  country  to  show 
for  these  outlays?  Secretary  of  Agriculture  Houston 
in  his  annual  report  for  1913  saw  "no  ground  for 
thinking  that  we  have  as  yet  approximated  the  limit 
of  our  output  from  the  soil."  With  a  population,  he 
said,  of  95,000,000  on  more  than  3,000,000  square 
miles,  "it  is  unreasonable  to  speak  as  if  our  terri- 
tory had  been  much  more  than  pioneered."  He  gave 
the  total  arable  land  as  about  933,000,000  acres, 
of  which  only  about  400,000,000  was  improved. 
"What,"  he  asked,  "about  the  efficiency  of  the  work 
on  the  land  now  under  cultivation?  What  part  of 
it  may  be  said  to  be  reasonably  efficiently  culti- 
vated? What  part  of  it  is  satisfactorily  cultivated 
and  yielding  reasonably  full  returns?"  The  Sec- 
retary repUed  with  an  estimate  that  "less  than  40 
per  cent,  of  the  land  is  reasonably  well  cultivated  and 
less  than  12  per  cent,  is  yielding  fairly  full  retm'ns." 
In  his  first  year  of  service,  after  an  opportunity  to 
survey  the  results  accompHshed  by  his  predecessors, 
Dr.  Houston  concluded,  "We  have  unmistakably 
reached  the  period  where  we  must  think  and  plan"; 
and  in  1914  he  added,  "After  all  our  efforts,  while 
there  is  an  increased  diversification  of  agriculture 
and  both  a  relative  and  an  absolute  increase  in 
important  products,  such  as  wheat,  forage  crops, 
fruits,  dairy  products,  and  poultry,  we  still  note 
not  only  a  relative,  but  also  an  absolute  decrease  in  a 
number  of  our  important  staple  food  products,  such 
as  corn  and  meats."  Com,  he  said,  had  in  fifteen 
years  made  no  substantial  advance;    cattle  from 
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1899  to  1909  declined  from  50,000,000  head  to 
41,000,000,  sheep  from  61,000,000  to  52,000,000,  and 
hogs  from  63,000,000  to  58,000,000. 

What  did  the  United  States  score  in  competition 
with  Europe?  Compare  with  one  country — the 
United  Kingdom. 

First  as  to  wheat.  The  eleven  leading  American 
States  showed  in  1912,  their  best  year,  an  average 
of  26.2  bushels.  The  United  Kingdom  made  a  ten-  \ 
year  average  to  1899  of  31.2,  to  1909  of  33.1,  and  to 
1913  of  32.8.  The  United  States  as  a  whole  in  its 
best  year  reached  15.9;  its  ten-year  average  to  1913 
was  14.3. 

Next  as  to  oats.  The  ten  banner  States  averaged 
in  1912  43.2  bushels.  The  United  Kingdom  in  the 
ten  years  to  1899  averaged  43.6;  to  1909,  44.3; 
and  to  1913,  43.7.  The  United  States  as  a  whole 
scored,  in  1912,  37.4;  and  in  the  ten  years  to  1913, 
29.7. 

Finally  as  to  potatoes.  The  ten  leading  American 
States  in  theh*  best  year  grew  165.3  bushels.  The 
United  Kingdom  averaged  in  ten  years  to  1909 
193.8  bushels  and  to  1912,  202.4.  The  United  States 
as  a  whole  raised,  in  1912,  113.4  and  in  ten  years  to 
1913  96  bushels. 

HANDICAPS  OF  THE   FARMER 

Two  outstanding  facts  marked  the  situation. 
First — banking  institutions  in  the  West  which  made 
a  specialty  of  farm  loans  were  said  generally  to  find 
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that  while  they  were  rejecting  about  two  applica- 
tions out  of  five  on  appraisal  or  character,  they  had 
a  greater  demand  from  investors  for  farm  mortgages 
than  they  could  supply.  Second — railway  construc- 
tion for  opening  up  new  territory  had  slowed  down. 
Miles  built  had  risen  from  4,569  in  1899  to  6,026 
in  1902,  and  from  then  on  almost  steadily  declined 
to  933  in  1915  and  1,098  in  1916.  How  did  self- 
government  deal  with  that  conjuncture?  It  es- 
tablished farm-loan  banks  on  capital  which,  so  far 
as  unsold  to  borrowers,  the  government  was  to  sub- 
scribe, and  it  left  undetermined  the  question  of  per- 
mitting railway  earnings  sufficient  to  attract  invest- 
ment for  improvements  and  extensions. 

Railway  development  had  been  held  back  in  many 
of  the  agricultural  States  by  dearth  of  capital  sup- 
phes  aggravated  by  State  regulation  and  legislation 
and  the  conflict  between  State  and  Federal  super- 
vision. The  latest  statistical  year  for  acreage  under 
cultivation  is  1909.  In  the  ten  years  ended  1909 
Alabama  ranked  among  the  States  nineteenth  as  to 
increase  per  cent,  in  railway  mileage  and  a  direct 
connection  was  asserted  between  this  low  rank  and 
the  fact  that  the  State  stood  twenty-first  as  to 
increase  per  cent,  in  acreage  under  cultivation.  An- 
other State  in  which  legislation  adverse  to  the  rail- 
ways had  gone  far  was  Iowa,  which  in  the  same 
period  ranked  in  point  of  increase  per  cent,  twenty- 
ninth  as  to  railway  mileage  and  showed  an  actual 
loss  in  number  of  acres  under  cultivation.  The 
increase  per  cent,  in  Kansas  was  thirty-ninth  as  to 
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mileage  and  nineteenth  as  to  acreage;  Michigan, 
thirty-second  as  to  mileage  and  twenty-third  as  to 
acreage.  All  these  States  had  been  active  in  railway 
legislation,  somewhat  antedating  the  more  general 
crusade  to  wrest  control  of  government  from  irre- 
sponsible powers.  Oklahoma  since  statehood  had 
pursued  that  policy  in  extreme  forms  and  railway 
construction  practically  ceased  there. 

Another  handicap  under  which  farmers  had  been, 
compared  with  those  of  some  other  countries,  was  a 
deficiency  of  labor  supply.  Great  as  had  been  the 
labor-saving  effect  of  agricultural  machinery,  this 
had  not  offset  the  failure  of  the  labor  supply  on  the 
farm.  Jenks  and  Lauck  in  The  Immigration  Problem 
declared  that  "in  the  South  and  West  the  absence  of 
a  proper  labor  supply  has  prevented  the  bringing 
of  vast  acres  of  lands  under  cultivation."  The 
greater  part  of  the  immigrants,  while  coming  from 
southern  and  eastern  instead  of  western  and  northern 
Europe,  had  continued  to  be  farm-bred,  but,  the 
same  authors  asserted,  "not  one  in  ten  has  settled 
on  farms  in  this  country,"  and  they  assigned  as 
reasons  that  the  new-comers  did  not  speak  English 
and  were  loath  to  separate  from  others  of  their  own 
tongue  in  the  cities;  that  they  intended  to  return  to 
Europe  when  they  had  accimiulated  some  money,  and 
thought  they  could  do  this  more  quickly  in  manu- 
facturing and  mining;  that  they  had  no  money  at 
the  start  and  could  not  enter  upon  any  kind  of 
farming  which  required  capital. 

These  were  familiar  facts  which  nobody  denied. 
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But  what  peculiar  genius  had  Canada?  With  soil 
no  richer,  climate  more  rigorous,  and  social  condi- 
tions almost  identical  with  our  own,  what  enabled 
her  to  attract  to  her  agricultural  provinces  a  constant 
stream  of  the  highest  type  of  immigrants?  Thou- 
sands of  families  were  actually  leaving  some  of  the 
most  fertile  regions  in  the  United  States  to  settle 
in  Canada.  The  attraction  of  immigrants  and  their 
settlement  on  farms  was  a  policy  of  the  Dominion 
government.  Whatever  artificial  stimulation  was 
needed  to  get  immigrants  past  our  cities  to  the  farms, 
or  once  settled  in  cities  to  get  them  '' forward  to 
the  land,"  and  to  keep  them  there,  it  is  certain  that 
the  United  States  had  not  developed  it  under  self- 
government  any  more  than  under  controlled  govern- 
ment. 

WAGES  AND   RENT 

Rent,  a  large  item  in  the  cost  of  Uving,  had  been 
raised  by  the  enormous  increase  in  taxation  con- 
sequent upon  the  augmentation  in  government  ex- 
penditures discussed  in  a  previous  chapter.  The  land- 
lord, who  has  to  pay  more  for  his  building  materials 
and  repairs,  besides  being  taxed  higher,  takes  it 
directly  out  of  the  tenant;  the  butcher,  grocer,  coal- 
dealer,  and  clothier,  whose  landlords  have  raised 
their  rents  and  who  have  paid  at  wholesale  higher 
prices  for  the  products  of  the  farm,  the  mine,  and 
the  loom,  assess  it  in  turn  upon  their  customers. 
The  wage-earner  is  both  tenant  and  customer.  Tax- 
payers live  in  a  hoodoo  street.    Everybody  passes  it 
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along  to  the  man  next  door,  and  the  working-man 
lives  in  the  last  house.  In  the  end  he  has  to  pass  it 
along,  too,  and  the  only  way  is  a  raise  in  wages. 

It  was  asked  why  beef  produced  in  the  American 
West  and  killed  at  Omaha  or  Chicago  could  pay 
ocean  freights  and  sell  at  a  lower  price  in  London 
than  in  New  York.  The  reply  is  that  several  fac- 
tors of  expense  other  than  cost  of  goods  and  freight 
charges  were  higher  in  New  York  than  in  London 
for  the  dealer — notably,  rent  and  wages. 

WAGES  AND   LEGISLATION 

Rates  of  wages  were  the  subject  of  governmental 
action.  Minimum-wage  laws  had  begun  to  appear 
in  the  States.  The  same  railway  employees  whose 
hours  Congress  had  cut  down  came  in,  with  others, 
asking  for  higher  pay  and  the  shorter  day.  The 
pubUc  by  an  implied  threat  of  further  retaliatory 
legislation  or  regulation  had  practically  forbidden 
railroad  companies  to  resist  their  employees  to  the 
point  of  large-scale  strikes.  Railways  had  thus  been 
driven  into  arbitration  of  one  demand  after  another 
in  a  never-ending  cycle  of  wage  increases. 

Wages  and  hours  on  railways,  as  in  government 
service  and  on  government  contracts,  affect  directly 
and  substantially  wages  and  hours  in  other  indus- 
tries. Judge  Martin  A.  Knapp  when  chairman  of 
the  Interstate  Commerce  Commission  advocated 
liberal  railway  wages,  emphasizing,  among  other 
reasons,  "the  very  great  influence  of  railway  wages 
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upon  the  compensation  of  labor  in  every  grade  and 
sphere  of  private  employment."  A  few  years  be- 
fore, manufacturers  had  ordinarily  noted  that  in 
busy  times  there  was  a  movement  of  men  from  the 
railways  to  private  plants.  The  private  plant  paid 
better  and  determined  to  some  extent  what  the  rail- 
road should  pay.  The  reverse  was  now  true.  The 
railroad  paid  better.  In  brisk  seasons  the  movement 
of  men  was  from  the  private  works  to  the  railroad. 
Hence  it  was  now  railroad  wages  that  determined 
those  in  a  large  class  of  private  enterprises,  and  be- 
hind the  railroad  the  government. 

Arbitration  awards  almost  without  exception  de- 
cided not  whether  the  men  were  to  have  more  pay, 
but  how  much  more.  The  President  in  asking  Con- 
gress, which  it  did,  to  enact  an  increase  in  pay  for 
trainmen  in  the  form  of  a  so-called  "eight-hour-day" 
basis  of  computation,  called  attention  to  the  need  for 
considering  revenues,  but  later  thought  this  should 
be  left  to  the  Interstate  Conomerce  Commission; 
and  the  most  far-reaching  controversy  over  Federal 
regulation  involved  precisely  the  question  whether 
the  commission  could  legally,  not  to  say  must  as  a 
duty,  consider  expenses  in  fixing  rates. 

NATURAL   LIMIT   OF  WAGE   ADVANCES 

However  much  one  may  sympathize  with  senti- 
ment in  favor  of  steadily  advancing  rates  of  pay  (it 
was  sometimes  declared  by  generous  theorists  that 
"wages  cannot  be  too  high"),  an  economic  law  sets  a 
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limit.  Prices  of  goods  and  railway  rates  had  not 
kept  pace  with  the  movement  of  wages.  Even  if  co- 
operation between  competitors  had  been  legal  and 
railway  rates  elastic,  selling  prices  could  only  be 
raised  to  the  point  at  which  consumers  would  buy 
and  tonnage  would  move;  but  competition  works 
constantly  in  the  oppossite  direction. 

Labor  and  capital,  united  though  we  might  con- 
ceive them  in  an  endeavor  to  mulct  the  purchasing 
public,  all  along  the  line  run  up  against  people's 
limit  to  buy  and  hence  suffer  loss  of  market.  A 
large  number  of  consumers  at  each  upward  notch  in 
price  resort  to  a  cheaper  substitute,  and,  when  all 
substitutes  have  been  marked  up,  some  of  them 
reduce  consumption  or  go  without.  The  friendliest 
regulators  could  not  grant  enlarged  railway  earnings 
where  rates  had  risen  above  the  point  at  which  ton- 
nage could  move  to  market  in  competition  with 
rivals  more  favorably  situated.  The  phght  of  New 
England  was  a  sufficient  example. 

Indefinite  advance  in  wages  can  only  be  accom- 
plished through  progressive  reductions  in  cost  of 
doing  business,  and  of  such  cost  labor  is  the  biggest 
item.  Wages  are  not  the  sole  factor  in  labor  cost. 
A  manufacturer  who  himself  began  life  as  a  me- 
chanic and  in  1914  controlled  and  managed  numerous 
lai^e  plants  said  late  in  that  year,  "No  lasting  move- 
ment in  industrial  or  railroad  expansion  can  come 
until  labor  has  been  liquidated." 

**Do  you  mean  wages?"  he  was  asked. 

"Probably  rates  of  pay  are  too  high  in  some  lines," 
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he  answered,  "but  it  is  not  wages  that  concern  me. 
I  don't  care  how  much  I  pay  my  men  if  only  the 
labor  cost  can  be  kept  down  and  if  they  will  do  a  full 
day's  work." 

A  more  significant  comparison  than  average  wages 
is  the  relation  of  total  wages  to  total  results  of 
operation.  If  higher  pay  were  accompanied  by 
greater  output  per  man  and  by  closer  economy  in 
use  of  materials  and  machinery,  wages  alone  might 
not  squeeze  profits;  but  what  were  the  facts?  Sums 
remaining  for  improvements  to  the  property,  for 
offset  to  depreciation  and  for  distribution  to  creditors 
and  owners  commanded  a  continually  decreasing  per- 
centage of  receipts.  The  United  States  Steel  Cor- 
poration earned  net  as  much  on  eight  tons  of  steel 
in  1902,  at  the  beginning  of  self-government,  as  in 
1913  on  twelve  tons. 

NON-GOVERNMENTAL  FACTORS  IN   LABOR  COST 

What  influences  other  than  wages  enter  into  labor 
cost?  A  nmnber  of  such  influences  ought  to  be  dis- 
cussed under  the  head  of  governmental  factors,  but 
there  are  some  which  can  be  attributed  to  govern- 
ment only  indirectly,  if  at  all. 

One  such  factor  was  the  unwillingness  of  men  to 
be  regular  in  their  attendance  at  the  shop.  Officers 
of  a  good-sized  works  whose  chief  executive  Uved 
on  the  spot  and  mingled  with  his  people  admitted 
a  visitor  to  their  noon-day  school  of  philosophy 
over  the  quick  lunch.    They  revealed  "the  labor 
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problem"  as  it  appeared  to  them.  There  was  no 
union.  Payment  was  by  time  or  piece.  Absence 
meant  deduction  from  earnings.  Yet  the  men  could 
not  be  induced  to  work  every  day.  Completion  of 
contracts  at  a  specified  time  was  often  made  impos- 
sible because  not  enough  labor  was  on  hand  to  do 
the  work.  This  included  both  unskilled  and  those 
somewhat  skilled. 

Pay-day  came  once  in  two  weeks.  A  bonus  for 
mere  attendance  was  devised;  if  a  man  had  worked 
every  day  during  the  two  weeks  10  per  cent,  was 
added  to  his  earnings.  After  several  months  this 
experiment  showed  no  sign  of  any  effect.  The  de- 
pression had  compelled  the  company  to  reduce  its 
force  from  some  fifteen  hundred  to  about  three 
hundred.  Although  it  was  the  most  faithful  workers 
who  were  retained,  the  average  attendance  among 
them  did  not  much  improve.  A  temporary  oppor- 
tunity making  it  possible  to  take  on  a  certain  num- 
ber, those  were  selected  who  were  ascertained  to  be 
in  most  need.  Not  even  these  men,  under  these 
conditions,  would  come  regularly. 

Conditions  had  changed.  Machinery  had  come 
to  play  a  larger  part  in  operation.  This  had  two 
effects.  It  tended  to  lower  the  requirements  as  to 
skill  and  intelligence  among  the  operatives,  and  it 
created  a  demand  for  supervisory  officers  who  had 
technical  education  as  well  as  shop  experience.  The 
men  were  less  apt  to  have  the  ambition  and  alertness 
which  we  had  associated  with  typical  Yankee  work- 
men, for  those  qualities  were  not  so  much  needed  in 
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tending  modem  machines.  Advancement  from  one 
post  to  another  was  not  so  easy  as  formerly,  the  best 
places  being  beyond  reach  of  most  of  the  men  al- 
together. These  developments  in  the  industries  of 
which  they  were  characteristic  had  made  a  market 
for  grades  of  Em'opean  labor  that  in  large  part 
lacked  "American"  standards  of  living  and  of  per- 
sonal ambition.  Manufacturers  found  that  they 
could  not  realize  the  benefit  of  machinery  and  retain 
fully  the  regularity  and  high  character  in  labor  which 
it  was  possible  to  command  where  industry  involved 
individual  skill,  where  it  promised  promotion  from 
bottom  to  top,  and  where  it  paid  wages  adjusted  to 
those  conditions. 

"Welfare"  provisions  are  also  an  item  in  labor 
cost,  and  while  to  some  extent  these  had  been  en- 
forced by  law,  to  a  much  greater  degree  they  had 
been  voluntary.  It  was  common  for  benevolently 
disposed  employers  to  make  the  modest  remark  that 
they  took  good  care  of  their  men  "because  it  paid." 
It  is  a  question  whether  many  of  them  did  not  exag- 
gerate this  phase  by  forgetting  some  items.  Product 
may  be  larger  per  man,  quality  and  waste  of  material 
and  of  plant  less,  but  the  whole  story  has  not  been 
told  until  interest  on  expenditure  for  health  and  com- 
fort appliances,  allowances  for  their  upkeep  and  re- 
placement, have  been  accounted  for,  as  well  as  ap- 
propriations for  accident  compensation  and  pensions. 
These  are  charges  which  go  on  absorbing  resources 
when  the  plant  is  shut  down.  They  were  in  line  with 
modem  sentiment,  but  the  cost  the  managers  might 
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not  be  able  to  take  out  of  the  consumer  and  it  had 
to  be  met  somewhere  if  new  capital  was  to  be  at- 
tracted into  industry  and  jobs  made  for  a  growing 
population. 

GOVERNMENTAL  FACTORS  IN   LABOR  COST 

Shortening  of  hours  and  change  in  conditions  of 
work  in  the  direction  of  greater  expense  had  every- 
where been  hastened  by  governmental  action.  As 
an  exercise  of  the  health  power,  States  had  reduced 
hours  in  mills  for  women  and  children,  which  prac- 
tically standardized  to  the  same  schedule  all  men 
employed  in  a  shop  with  women  and  minors.  Oregon 
and  Mississippi  passed  statutes  reducing  hours  of 
work  for  adult  men.  Thirty-six  States  limited  hours 
on  railroads.  Several  States  required  railroads  to 
employ  a  certain  number  of  men  on  a  train  whether 
needed  or  not.  Thirty  States  prescribed  payment 
of  wages  in  any  kind  of  employment  semi-monthly 
or  of tener — a  method  involving  cost  to  the  employer 
and  making  to  the  public  no  return  whatever.  Con- 
gress prescribed  hours  of  labor  for  certain  railway 
employees.  In  addition  to  these  direct  requirements 
as  to  hours  of  labor,  the  government  exercised  an 
indirect  influence  by  rules  in  its  own  service  and  by 
stipulations  in  contracts  with  itself,  these  for  the 
avowed  purpose  of  influencing  hours  in  private  works. 
Thirty-six  States  had  by  statute  an  eight-hour  day 
on  public  works. 

Labor,  especially  organized  labor,  was  still  in  th^ 
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grip  of  the  idea  that  a  man  or  a  group  of  men  could 
benefit  by  holding  down  the  production  of  goods. 
Labor-union  leaders  saw  that  ultimately  "labor- 
saving"  machinery  ai\d  improved  individual  ef- 
ficiency made  more  work,  since  they  had  before  them 
the  transformation  of  hand-loom  villages  in  a  few 
years  into  crowded  power-loom  cities.  What  they 
persisted  in  telling  their  disciples  was  that  immedi- 
ately, this  year,  a  machine  or  a  method  which  saves 
labor  must  dispense  with  men  and  that  this  year's 
bread  and  butter  is  what  men  must  and  should  con- 
sider; posterity  is  too  remote. 

Economists,  on  the  contrary,  said  that  increase  of 
output  per  man  benefits  every  workman  immedi- 
ately and  continuously.  Professor  John  Bates  Clark 
of  Columbia  University  in  Essentials  of  Economic 
Theory  pointed  out  that  the  main  reUance  of  a  man 
employed  in  industry  is  upon  the  strength  of  the 
general  market  for  labor.  The  combination  which 
that  workman  supports  to  limit  output  in  all  the 
mills  of  a  kind  is  continually  bankrupting  mills  here, 
there,  and  everywhere  and  throwing  their  men  into 
competition  with  him  for  his  job.  Actual  loss  of  his 
place  because  of  a  sudden  improvement  in  plant  or 
method  would  not  befall  an  individual  workman 
much  oftener  than  once  in  a  lifetime,  and  when  that 
one  time  came  he  could  get  another  situation  just 
because  the  general  market  for  his  services  had  been 
sustained  by  increasing  output  per  man  in  all  mills. 
Each  mill  most  of  the  time  is  in  the  stage,  not  of 
readjustment  following  an  abrupt  change,  but  of 

122 


THE  "LABOR  SQUEEZE'* 

prolonged  enjoyment  by  the  men  of  that  "ultimate** 
increase  in  demand  for  labor  which  union  leaders 
think  so  "remote."  The  workman  is  assured,  by 
progress  itself,  of  inmiediate  re-employment  else- 
where on  the  one  possible  occasion  when  he  may  be 
"thrown  out  by  a  machine,"  and  enjoys,  as  Professor 
Clark  in  another  place  puts  it,  "during  the  whole  of 
the  remaining  years  demand  for  his  services  made 
firmer  and  firmer  by  the  general  progress  which  is 
going  on."  His  effort  to  increase  his  output  and  to 
urge  the  same  attitude  upon  other  workmen  does  for 
him  a  supremely  important  service.  It  reduces  the 
chances  of  periodical  shut-downs  and  depressions,  of 
which  no  cause  is  more  potent  than  waste  on  the  labor 
item,  with  narrowing  profits  and  consequent  failures. 
Cultivation  of  individual  excellence,  moreover,  tends 
also  to  give  those  employed  the  benefit  of  an  en- 
larged market  all  over  the  world  for  the  goods  which 
they  are  helping  to  make — a  market  which  can  only 
be  taken  and  broadened  on  a  basis  of  superior  qual- 
ity at  competitive  prices. 

The  Army  and  Navy  appropriation  bills  as  enacted 
in  1915 — and  in  1916  this  was  extended  to  the  forti- 
fications and  sundry  civil  bills — contained  a  provision 
prohibiting  the  use  of  any  part  of  an  appropriation 
for  salaries  of  superintendents  who  used  stop-watches 
or  other  time-measuring  devices  or  who  paid  bonuses 
in  connection  with  work  done  in  manufacturing  es- 
tablishments of  the  government.  The  railway  com- 
pany at  great  expense  had  introduced  improvements 
in  order  to  augment  the  train-load;  State  legislatures 
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and  arbitration  boards  neutralized  this  progress  in 
part  by  increasing  the  number  of  men  and  even  in 
some  instances  restricting  the  nimiber  of  cars  in  a 
train. 

Can  a  democracy,  it  was  asked,  avoid  industrial 
bankruptcy  when  the  government  deliberately  in- 
tervenes between  labor  and  the  natural  operation  of 
supply  and  demand  and  studiously  frustrates  the 
accomplishments  of  industrial  science? 


Chapter  IX 

THE  SLOUGH  OF  DESPOND 

COMMERCIAL  GLOOM 

RETARDATION  of  pace  in  national  growth,  we 
have  now  seen,  manifested  itself  in  these  years 
of  self-government.  Simultaneously  with  this,  it  has 
been  shown,  men  of  affairs  asserted  (by  condenma- 
tion  of  tendencies  and  by  withdrawal  from  ventur- 
ings)  that  governmental  policies  had  contributed  to 
the  national  slow-down.  Foregoing  chapters  have 
reported  or  paraphrased  their  language  and  sup- 
plemented it  by  the  test  of  facts  related  to  certain 
aspects: 

Business  men,  to  sum  up,  were  uncertain  what  they 
could  do  under  the  Sherman  Act  or  what  further 
prohibitions  might  be  enacted.  They  were  certain 
that  it  prohibited  some  things  which  they  believed 
essential  to  solvency  and  desirable  in  the  public  in- 
terest. They  held  governmental  extravagance  ac- 
countable for  depletion  of  capital  suppUes  and  tariff 
upheavals  and  governmental  nagging  for  disanimat- 
ing  industrial  leaders  from  the  creation  or  use  of 
capital.  They  said  that  markets  for  goods  had  been 
stunted  by  over-restriction  of  railways  and  by  failure 
to  agree  upon  a  plan  for  restoring  the  merchant 
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marine.  Discussing  labor  cost,  they  asked  why  food 
prices  had  been  so  Uttle  relieved  through  agricultural 
progress,  as  compared  with  the  achievement  of 
Europe,  in  spite  of  the  treasure  expended  by  the 
government  for  the  farmers;  attributed  this  in  part 
to  laggard  railway  pioneering;  pointed  to  soaring 
taxes  in  their  effect  on  rent;  and  enumerated  govern- 
mental influences  designed  to  raise  wages,  shorten 
hours,  and  forbid  increase  of  output  per  man. 

E\'idence  like  this  indicates  the  prevalence  of 
gloom  among  men  of  affairs.  What  has  been  told 
deals  only  with  the  group  of  problems  which  have 
been  selected  for  particular  exposition  in  this  book. 
Business  men  showed  a  similar  despondency  when 
they  discussed  a  wider  range  of  governmental  topics 
and  also  when  they  generaUzed  on  the  situation  as  a 
whole. 

Discouragement,  despondency,  coma  —  this  had 
been  the  process  with  many  business  men  in  their 
relation  to  government.  Active  politicians  generally 
seemed  to  feel  that  "big"  business  had  been  "hcked" 
and  knew  it,  and  that  extreme  measures  might  be 
advocated  with  little  apprehension  of  protest  from 
business  effective  enough  to  bring  punishment  upon 
the  authors  of  such  measures. 

VOTERS  ON  STRIKE 

What  few  appeared  to  realize  was  that  not  only 
*'big"  business  men,  but  many  thoughtful  citizens  in 
every  walk  and  of  every  caliber,  formerly  active  in 
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politics,  had  ceased  to  take  part  in  party  manage- 
ment, feeling  like  Drouyn  de  Lhuys  after  Koniggratz, 
"Nothing  is  left  for  us  to  do  but  to  shed  tears." 
Voters  were  quitting  work.  It  had  been  predicted 
that  the  movement  for  direct  government  by  the 
people  would  lead  to  a  larger  participation  in  elec- 
tions.    The  opposite  had  happened. 

Many  more  men  now  refrained  from  voting  than 
twenty-four  years  before.  The  figures  cannot  be 
exact,  because  only  one  State,  Illinois,  provided  a 
distinguishable  ballot  for  women,  and  since  1892 
suffrage  had  been  won  by  women  in  Colorado,  Utah, 
Idaho,  Washington,  California,  Arizona,  Kansas, 
Oregon,  Nevada,  Montana,  and  Illinois.  In  1916 
about  39  per  cent,  of  the  vote  for  President  in  Illinois 
was  cast  by  women.  This  would  hardly  hold  in  the 
other  suffrage  States,  where  no  such  proportion  as  in 
Illinois  could  get  to  the  polls  by  street-car  or  by  a 
few  minutes'  walk.  Suppose  it  to  average  20  per 
cent,  in  those  States.  For  the  whole  country  those 
voting  in  1892  were  72.2  per  cent,  of  the  males 
twenty -one  or  over;  those  voting  in  1916  (men 
and  women),  65.6  per  cent,  of  males  twenty-one 
or  over.  If  the  1892  ratio  had  held  up  in  1916 
and  all  the  women  were  counted  as  men,  then 
the  stay-at-home  "voters"  were  1,835,544.  But 
we  know  Illinois  had  876,700  women  voters,  and 
if  we  guess  women  were  20  per  cent,  of  the  total 
in  the  other  suffrage  States,  there  are  621,695  more 
men  offset  and  to  be  counted  as  non-voters.  Hence 
we  have  in  1916: 
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Total  vote  falls  short  of  1892  ratio 1,835,544 

Illinois  women  voters 876,700 

Women  voters  in  other  States 621,695 

Total  deficit  of  male  voters,  comparing 
1916  ratio  of  men  twenty-one  or  over 
with  1892  ratio 3,333,939 

"If  the  future  historian,"  said  Cardinal  Gibbons, 
"shall  ever  record  the  decline  and  fall  of  the  Amer- 
ican Republic  its  downfall  will  be  due  not  to  hostile 
invasion,  but  to  indifiference,  lethargy,  and  apostasy 
of  its  own  sons."  His  Eminence  might  have  asked 
whether  the  historian  will  write  down  as  an  explana- 
tion of  that  indifference  the  reluctance  or  inability 
of  many  political  leaders  to  realize  the  completion  of 
ethical  house-cleaning  and  to  espouse  new  issues 
adapted  to  an  era  of  reconstruction.  No  party  rep- 
resented anything  distinctive,  all  parties  contending 
for  the  credit  of  "going  further"  than  the  others 
in  a  project  of  retaliation  and  punishment.  A 
measure  reported  to  the  House  of  Representatives  in 
1914  contained  a  provision  to  the  effect  that  when 
working-men  belong  to  an  association  for  mutual 
benefit  they  shall  not  be  held  to  be  a  conspiracy  in 
restraint  of  trade  under  the  anti-trust  acts.  Em- 
ployers had  been  told  that  this  would  not  change  the 
existing  status  of  labor-unions.  The  union  leaders 
declared  that  they  would  have  it  or  defeat  the  bill. 
Every  member  of  every  party  voted  for  the  section. 

How,  in  a  government  of  parties,  could  such  a  vote 
be  imanimous?  The  answer  is  that  parties  as  ve- 
hicles for  discussion  of  such  problems  did  not  exist 
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in  the  United  States.  Each  contained  leaders  who 
radically  disagreed.  Mr.  Olney  bolted  Mr.  Bryan 
in  1896  on  sound  money,  and  though  Mr.  Bryan  never 
recanted  supported  him  in  1900  and  1908  and  was 
urged  to  sit  on  the  Federal  Reserve  Board  by  a 
Democratic  administration  in  which  Mr.  Bryan  was 
Secretary  of  State.  The  South,  with  the  area,  popu- 
lation, and  varied  activities  of  an  empire  and  con- 
taining, therefore,  men  representing  every  shade  of 
temperament,  interest,  and  political  conviction,  voted 
solidly  Democratic.  The  Republican  party  em- 
braced, on  the  one  hand,  men  so  attached  to  stability 
as  Messrs.  Taft,  Root,  Lodge,  Mann,  and  Fordney, 
and  men  so  eager  for  change  as  Messrs.  La  Follette, 
Cummins,  Bristow,  Manahan,  Nolan,  and  Rafiferty. 
Amos  Pinchot,  a  Progressive  party  leader,  invited 
George  W.  Perkins  in  1914  to  retire  as  chairman  of 
the  Executive  Committee  of  that  party  on  the  ground 
that  one  of  them  favored  regulation  of  monopoly, 
the  other  its  destruction.  As  with  the  leaders,  so 
with  the  rank  and  file  in  each  of  the  three  parties. 

Non-essentials  of  the  Constitution  were  distin- 
guished in  1912  by  James  M.  Beck  from  what  he 
deemed  the  essentials — "the  four  pillars  upon  which 
the  whole  edifice  leans":  representative  government, 
the  dual  sovereignty  of  State  and  nation,  constitu- 
tional limitations,  and  an  independent  judiciary. 
Every  one  of  these,  as  Mr.  Beck  demonstrated,  had 
been  attacked  in  national  or  State  platforms  of  all 
three  parties. 

Talcott  Williams,  director  of  the  Pulitzer  School  of 
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Journalism,  predicting  that  political  convictions  would 
come  back  with  the  next  great  division  of  men's  minds, 
suggested  that  this  would  be  the  issue :  whether  in 
America  society  as  in  the  past  develops  self-reUant 
individuals  or  whether  we  shall  abandon  that  policy 
and  have  the  government  attempt  to  relieve  the  citizen 
so  far  as  possible  from  responsibility  and  effort. 

As  Stanley  Leathes  put  the  identical  problem  in 
England:  "Discontent  finds  sympathetic  support 
from  the  widespread  compassion  of  the  fortunate  for 
the  unfortunate.  Translated  into  common  sense, 
this  discontent  should  lead  to  social  reform;  but  it 
remains  to  be  seen  whether  the  pervading  sentiment 
of  compassion  will  be  used  to  carry  measures  framed 
in  the  true  interests  of  the  whole  community,  or 
wasted  on  palliatives  which  diminish  self-reliance  and 
energy";  and  he  indicated  the  natural  division  of 
men's  minds  thus:  ''The  harmony  of  the  State  con- 
sists in  the  equilibrium  between  the  two  forces  of 
liberty  and  order.  The  Liberals  laid  more  stress 
upon  liberty,  the  Conservatives  attached  more  im- 
portance to  order  and  established  authority."  But 
the  United  States  had  three  parties,  all  straddling  at 
once.  About  issues  turning  on  the  differences  which 
cleave  men  in  every  age  by  temperament,  instinct, 
and  conviction,  little  was  heard  in  practical  politics. 

IMPOTENCE   OF  DISUNION 

"Classes"  there  were.  The  two  great  "classes" 
are  always  the  consumers  and  the  producers.    Cob- 

130 


THE  SLOUGH  OF  DESPOND 

den  and  Bright  in  England  introduced  free  trade  in 
the  interest  of  the  consumers.  That  hit  the  manu- 
facturers, who  are  said  to  have  taken  it  out  on  their 
employees  in  low  wages  and  poor  conditions.  The 
employees  thereupon  organized  to  bargain  collec- 
tively and  got  politics  on  their  side  to  pass  factory 
laws.  The  manufacturers  and  their  employees  were 
henceforth  at  odds  as  to  shares  of  the  profits,  the 
neutral  consumers  acting  as  umpire.  At  the  same 
time  the  manufacturers  and  their  employees  stood 
together  in  opposition  to  the  consumers  on  questions 
of  quality  and  price — with  the  neutral  consumers 
still  umpire  on  each  individual  case. 

The  influence  exerted  toward  national  solvency  or 
national  bankruptcy  depends  upon  the  way  in  which 
the  neutral  consumers  exercise  their  power.  In  the 
United  States  organized  labor  understood  that  it 
could  not  ignore  the  consumer.  The  reduction  in 
1913  in  tariff  schedules,  so  many  decades  deferred, 
will  be  understood  by  the  historian  who  views  a 
cartoon  of  that  hour  showing  the  Capitol  dome  in  the 
proprietary  arm-clasp  of  "Uncle  5am"  Gompers. 
This  is  what  Mr.  Roosevelt  called  passing  prosperity 
around.  The  consumer  got,  in  theory  at  least,  some 
reductions  on  necessaries. 

Prices,  tariff  or  no  tariff,  cannot  go  up  and  stay 
up  beyond  the  point  at  which  consumers  can  con- 
tinue to  buy.  All  along  up  to  that  juncture  in  each 
industry  the  manager  of  the  enterprise  encounters 
disappointment  as  to  volume  of  business  and  narrow- 
ing margin  of  profit.    That  is  how  failures  came  to 
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increase  instead  of  decrease  under  self-government 
half  a  dozen  years  after  a  panic  and  beat  the  record  in 
the  year  of  peace  1914.  When  the  whole  structure 
sags  ofif  gradually  into  stagnation  or  breaks  down  in 
convulsion  the  rate  of  wages,  the  price  of  goods  or 
the  quality  thereof  makes  relatively  little  difference 
to  the  managers,  the  employees,  or  the  consumers. 
You  cannot  pass  prosperity  around  if  you  have  none 
to  pass.  With  such  a  stake  and  such  a  role,  the 
neutral  consumer  might  be  expected  to  pick  his 
poUtical  favorites  with  reference  to  the  influence  of 
their  action  on  conditions  affecting  business.  But 
how  can  he  imapire  a  contest  in  which  all  the  players 
are  on  one  side? 

Editorial  opinion  suffered  from  the  absence  of  is- 
sues which  would  inherently  command  the  respect  of 
strong  writers.  It  had  missed  that  body  and  zest 
given  to  discussion  by  party  leaders  of  mental  and 
moral  robustness.  Judge  and  Puck  were  converted 
from  journals  of  politics  into  jom-nals  of  politeness. 

The  time  came  when  it  was  rare  to  find  in  any  of 
the  parties  leaders  or  active  subalterns  who  had  the 
disposition  or  the  equipment  to  frame  or  the  in- 
fluence to  get  adopted  a  policy  designed  to  invite 
investment  into  companies  which  would  lengthen 
the  industrial  pay-roll.  The  veteran  party  leaders 
whose  concern  was  national  prosperity,  not  national 
prosecution,  had  largely  ceased  to  participate.  Those 
in  each  party  knew  that  the  situation  was  the  same 
in  the  others.  No  party  hesitated  to  embrace  an 
exemption  of  working-men  from  prosecution  under 
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the  criminal  laws.  No  party  saw  reason  to  appre- 
hend that  any  other  party  would  take  the  negative 
and  dig  for  sustenance  in  that  azoic  deposit  which 
had  once  been  the  independent  vote.  PubUc  as- 
sumption of  the  telephone  and  telegraph  functions 
had  been  suggested  by  Postmaster-General  Hitch- 
cock, a  Republican,  and  by  his  Democratic  successor, 
Mr.  Burleson.  Why  need  politicians  be  more  fear- 
ful of  a  resurrection  of  the  independents  on  public 
ownership  than  on  labor  exemption?  Suppose  one 
party  had  gone  further  and  committed  itself  to  lim- 
ited terms  for  the  Supreme  Court  justices.  Why 
needed  the  other  to  shrink  from  espousal  of  the  re- 
call, or  of  reversal  of  court  decisions  by  Congress  or 
by  the  people?  Party  leaders  banked  little  on  an 
uprising  either  of  consumers  or  of  conservative  econ- 
omists, no  matter  what  happened. 

STEPS   OUT  OF  THE   SLOUGH 

Diagnosis  of  this  disconcerting  political  situation 
was  thorough  only  when  it  studied  the  point  of 
view  of  various  non-political  types  of  persons  from 
their  several  angles. 

We  have  in  the  first  place  the  army  of  victims. 
Business,  railway,  public  utility,  and  industrial  units 
had  become  large.  Heads  of  enterprises  could  no 
longer  deal  directly  and  personally  with  the  stock- 
holder, with  the  consumer,  with  the  supply-vender, 
with  competitors,  with  employees,  with  policy- 
holders, or  with  pubUc  officials.     This  greatly  in- 
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creased  the  tendency  to  make  mistakes  of  policy. 
The  judgment  of  the  executive  was  often  formed  on 
second-hand  information,  gathered  and  imparted  by 
subordinates  not  always  of  executive  caliber.  Mere 
possession  of  large  power  also  tended  to  make  head 
men  impatient  of  criticism  and  arrogant  in  their 
dealings.  Competition  for  top  places  was  fierce,  and 
those  who  fell  by  the  wayside  were  often  if  not  usually 
men  of  the  very  type  whose  disposition  was  to  be 
considerate,  generous,  and  conscientious  toward  all 
human  elements  in  the  business.  That  is  to  say,  the 
survival  of  the  fittest  was  the  survival  of  the  strong- 
est, of  the  most  masterful,  and  frequently  of  him 
who  was  most  willing  to  resort  to  methods  new  and 
not  yet  stigmatized  as  unprincipled,  but  destined  to 
be  so  regarded  when  the  conditions  had  been  studied 
and  new  standards  developed. 

The  existence  of  so  large  and  miscellaneous  a  body 
of  persons  and  groups  with  grievances  gave  momen- 
tum to  retaliatory  measures  wholly  apart  from  their 
remedial  fitness.  The  competitor,  for  example,  de- 
manding some  measure  for  regulation  of  trading 
practices,  could  easily  get  support  from  many  per- 
sons who  had  no  knowledge  of  or  interest  in  the 
competitor's  complaint  or  his  prescription.  These 
were  stockholders,  policy-holders,  consumers,  sellers, 
employees,  or  public  officials.  They  had  complaints 
of  their  own.  They  were  predisposed  to  believe  ill 
of  all  corporations  and  to  accept  without  much 
scrutiny  whatever  proposal  for  abatement  was  urged 
by  those  describing  an  alleged  evil.    Many  individ- 
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uals  were  pro-corporation  in  the  matter  of  their  own 
business  and  enthusiastically  anti-corporation  where 
anybody  else's  business  was  concerned.  Many  more 
who  might  have  no  personal  grievance  had  heard  or 
read  about  the  grievances  of  others  and  followed  the 
crowd.  Still  others,  in  great  numbers,  took  an  in- 
terest in  the  correction  of  corporate  abuses  because 
to  them  this  was  part  of  the  modem  crusade  for  a 
more  humane  civilization.  The  merits  of  a  proposed 
remedy  did  not  have  to  be  proved  so  conclusively, 
the  advocate  did  not  need  to  establish  his  competency 
and  his  disinterestedness  with  the  same  finality,  to 
these  various  sorts  of  citizens  as  if  the  proposition 
had  been  pro-corporation. 

Through  books  and  magazines,  not  to  say  news- 
papers, immense  quantities  of  reading-matter  relat- 
ing to  the  shortcomings  of  business  men  had  been 
disseminated.  The  supply  of  contributors  was 
multiphed  by  numerous  universities  which  coddled 
students  on  the  basis  suggested  by  the  dean  of  a 
newly  established  Eastern  institution  who  was  quoted 
as  saying,  "To  study  what  you  like  is  alone  profit- 
able." Election  of  branches,  this  officer  meant;  but 
the  next  step  in  "freedom  of  choice"  is  freedom  from 
understanding  more  than  one  side  of  controversies. 
The  result  among  graduates  was  widespread  lack 
of  what  Julia  Lathrop,  chief  of  the  Children's  Bureau 
at  Washington,  called  "an  ardor  for  discovering  facts 
and  relating  them  to  the  truth." 

Behind  and  beneath  the  crusading  by  all  these 
variously  equipped  zealots,  and  of  the  aspirants  for 
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public  office  who  made  issues  of  business  practices, 
was  the  reaUty  of  the  need  for  house-cleaning.  It  was 
not  only  the  uninformed,  the  half-trained,  and  the 
misled  who  saw  opportunities  for  raising  standards. 
These  had  the  potent  backing  of  men  of  real  author- 
ity in  the  universities,  in  journalism  (not  excepting 
Wall  Street  and  its  environs),  in  the  professions  and 
in  business — not  only  little  business,  but  big  busi- 
ness. Thoughtful  and  level-headed  observers,  not 
all  of  them  remote  from  the  main  currents  of  cor- 
porate management,  recognized  that  the  concentra- 
tion of  business  in  large  units  was  novel,  experimen- 
tal, and  perilous.  The  trend  after  1896  might  be 
compared  with  the  opening  up  of  a  new  country. 
Business  leaders  were  "pioneers,"  meeting  conditions 
and  making  customs  in  a  new  region  which  had  yet 
no  laws  or  standards  of  its  own.  Crudity,  they  saw, 
had  to  be  refined,  harshness  softened,  manners  de- 
veloped. 

Taken  altogether,  the  man  in  the  street  had  come 
to  feel  that  if  he  charged  a  business  or  industrial 
chieftain  with  an  offense  of  which  he  was  innocent, 
there  were  probably  plenty  of  other  offenses  of  which 
he  was  guilty,  and  if  the  wrong  man  was  punished  in 
a  given  case  he  was  probably  just  about  to  commit 
it,  so  that  a  sort  of  wild  justice  was  done. 

Diagnosis,  however,  had  in  the  end  to  be  made  on 
a  different  basis.  Somebody  had  to  look  at  the  situa- 
tion as  a  whole  and  answer  the  searching  questions 
which  have  been  put  again  and  again  in  this  book — 
the  question  whether  industry  itself  could  survive  the 
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combat  over  methods  of  conducting  it.  The  first 
prescription  was  offered  by  many  leaders  of  large 
concerns  and  was  that  the  attacks  should  cease.  A 
popular  newspaper  interpreted  this  attitude  in  a 
cartoon:  burglars  engaged  in  robbing  a  safe  were 
made  to  remark,  "Let  us  alone!"  The  next  remedy 
was  for  some  industrial  captains  to  consider  their 
own  practices  and  make  New- Year  resolutions. 
Finally,  business  men  organized,  as  is  narrated  in 
detail  further  on,  and  undertook  co-operatively  to 
remove  from  business  practice  causes  for  just  com- 
plaint, to  develop  fair  proposals  for  governmental 
action,  and  to  bring  an  enlightened  public  opinion  to 
bear  upon  public  oflficials.  In  other  words,  it  was 
sought  through  organization  to  deserve  considera- 
tion, to  know  what  ought  to  be  asked  and  to  get  it. 
The  "achievements"  chronicled  in  chapters  now 
following  demonstrate  that  the  new  mechanism 
solved  problems  of  the  highest  difl&culty. 


Part   Three 
ACHIEVEMENTS 


Chapter  X 

THE   VOICE  OF  ALL  BUSINESS 

REPRESENTATIVE   BUSINESS 

WE  have  asked  whether  the  American  people 
are  "capable"  of  self-government — whether 
they  can  work  out  mechanism,  methods,  personnel, 
and  conditions  under  which  it  will  be  possible  for 
government  to  avoid  the  mistakes  which  in  the  past 
have  turned  republics  into  dependencies,  into  em- 
pires, or  into  deserted  ruins. 

We  now  study  the  business  men  of  1916  as  a  body. 
We  seek  an  answer,  not  by  attempting  judgment  upon 
the  wisdom  or  folly  of  enactments  or  policies  from 
some  supposed  business  point  of  view  or  from  our 
own  personal  point  of  view,  but  by  narrating  the 
mode  by  which  those  enactments  and  policies  were 
adopted.  By  what  means  did  the  body  of  Amer- 
ican business  men  develop  standards?  How  were 
those  standards  debated  with  the  rest  of  the  public 
and  brought  into  harmony  with  the  general  con- 
science and  aspiration?  Through  what  media  did 
the  business  body  as  a  whole  exert  influence  upon 
enactment  and  policy  of  government? 

An  earthquake  had  occurred  in  that  field.  No 
change  in  the  attitude  of  politicians  was  a  circum- 
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stance  compared  with  the  transformation  in  the  at- 
titude of  business  men.  They  had  not  only  adopted 
a  new  view  of  their  responsibility,  but  had  fixed  that 
responsibility  in  turn  upon  representatives  so  trained, 
so  appointed,  so  aided,  and  so  checked  that  the  per- 
formance of  their  function  by  the  business  men  as  a 
body  was  on  a  basis  approaching  responsible  adminis- 
tration. Any  one  who  had  an  idea  to  propose  could 
get  it  accepted  or  amended  or  discarded  with  a 
promptness  and  throughness  never  before  possible  in 
the  United  States.  The  machinery  for  investiga- 
tion, for  diffusing  information,  for  interchange  of 
views,  and  for  registering  consensus,  had  been  de- 
veloped during  the  latter  half  of  the  period  of  the 
civil  war  between  business  and  government,  and 
largely  because  of  that  strife. 

Business  men  tended  to  postpone  new  enterprises 
and  extensions  in  manufacture,  trade,  and  transporta- 
tion until  it  should  become  more  clear  what  cor- 
porate forms  and  practices  were  to  be  legal  and  until 
legislation  deaUng  with  business  should  become  more 
stable.  Why  was  legislation  unstable?  Why  did 
politicians  pursue  a  course  that  tended  to  frighten 
those  who  might  otherwise  provide  new  opportuni- 
ties for  employment? 

One  reason  was  that  politics  and  business  in  the 
past  had  mingled  in  ways  that  evoked  a  demand  for 
their  divorcement.  Politicians  had  been  vigilant  to 
disarm  suspicion  that  they  were  blackmailers  or  venal 
tools,  as  some  of  their  predecessors  were  accused  of 
having  been.    Every  business  man,  banker,  and  rail- 
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reader  had  stood  charged  with  serving  a  special 
interest.  There  was  no  such  thing  as  "representa- 
tive business"  which  could  deal  openly  with  repre- 
sentative government. 

A  second  reason  was  that  knowledge  of  business, 
however  thoroughly  the  individual  politician  may 
attain  it  if  he  has  a  long  career,  does  not  transmit 
itself  from  generation  to  generation;  and  the  people 
most  of  the  time  are  served  by  legislators  and  ad- 
ministrators the  largest  part  of  whom  suppose,  with 
Henry  George,  that  the  conmiunity  "secretes  cap- 
ital" as  animals  secrete  fat,  and  that  nobody  has  to 
worry  about  the  supply. 

Representative  business  was  now  equipping  itself 
with  permanent  machinery  for  exposing  public  of- 
ficials in  the  green  tree  to  the  ripening  influence  of 
information  and  counsel. 

BOARDS  OF  TRADE  "ORGANIZED" 

Aghast  at  the  distracting  round  of  legislative,  ex- 
ecutive, and  judicial  discipline  which  overtook  them, 
captains  of  industry  for  a  long  time  did  not  perceive 
that  an  instrumentality  which  might  preserve  equilib- 
rium had  for  many  years  been  germinating  and  evolv- 
ing in  the  most  spontaneous,  above  all  in  the  most 
democratic  way,  directly  under  their  noses,  without 
their  aid,  often  encountering  their  contempt  and 
ridicule  and  sometimes  aimed  at  them.  This  was 
the  association  of  business  men  in  cities,  in  States, 
in  the  nation,  and  in  trades.    What  had  now  given 
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such  associations  a  new  position  was  that  they  had 
been  "organized."  It  was  not  new  for  cities  to  have 
bodies  heterogeneous  in  make-up  and  general  in  pur- 
pose, as  distinguished  from  grain,  produce,  and  other 
exchanges,  or  for  members  of  trades  to  hold  national 
conventions,  with  more  or  less  permanent  machinery. 
Most  of  these  leagues,  however,  either  had  been  run 
by  a  few  or  by  a  paid  secretary,  so  that  they  were 
unrepresentative,  or  by  reason  of  apathy  and  a  small 
budget  were  feeble  and  lacked  influence.  These  de- 
fects began  to  be  corrected  in  process  of  meeting  new 
business  conditions. 

This  was  especially  the  case  in  cities.  Railroad 
development  had  created  novel  possibilities  in  the 
way  of  jobbing  areas.  Center  was  competing  against 
center  for  territory  as  never  before.  The  local  board 
of  trade  engaged  a  traffic  expert  to  deal  with  the  rail- 
ways as  to  rates  and  service.  This  seemed  so  practical 
to  shippers  that  many  joined  the  organization,  bring- 
ing it  money  and  active  co-operation.  "Boosting," 
as  it  was  called,  for  new  industries  to  be  established 
locally  became  the  vogue.  The  general  secretary  of 
the  business  body  was  chosen  and  his  salary  fixed 
with  a  view  to  such  work,  or  an  industrial  depart- 
ment was  set  up  under  a  speciahst.  In  large  cities 
still  other  departments  were  developed,  sometimes 
touching  every  point  of  contact  between  business 
and  the  government,  whether  city.  State,  or  Federal. 
Some  city  bodies  had  annual  budgets  of  $100,000  or 
beyond,  and  some  national  bodies  even  larger  sums. 
Demand  for  secretaries  and  other  specialists  as  such 
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organizations  multiplied  over  the  country  created  a 
new  profession.  Consolidation  of  several  weak  as- 
sociations into  a  strong  one  was  accomplished  in 
Chicago,  Cleveland,  Detroit,  Pittsburgh,  Boston, 
and  other  large  cities,  such  consoUdation  becoming  a 
specialty  with  itinerant  exponents  who  had  systems 
for  co-ordinating  local  energies  as  well  as  for  ex- 
haustive enrolment  of  members. 

There  were  numerous  State  associations  of  manu- 
facturers and  State  chambers  of  commerce. 

BANKING   AND   RAILWAY   ORGANIZATIONS 

The  national-bank  system  early  facilitated  the  de- 
velopment of  national  and  State  as  well  as  local 
banking  associations.  For  maintaining  strength  and 
building  up  voluntary  corps  of  workers  as  well  as 
effective  bureaus,  the  American  Bankers'  Associa- 
tion had  special  motives:  protection  and  insurance 
against  fraud  and  robbery,  central  dealing  with  legal 
phases  and  the  keeping  and  publication  of  statistics. 
Standardization  of  ethics  and  practice  was  a  natural 
growth  in  a  business  so  homogeneous  and  so  inter- 
woven in  transactions  throughout  the  whole  country. 
It  was  part  of  the  work  of  the  central  association  to 
foster  State  banking  organizations,  every  State  but 
Rhode  Island  having  one  in  1916;  and  there  were 
now  special  sections — the  Secretaries,  the  American 
Institute  of  Banking  (for  education  of  those  engaged 
in  banking),  the  Trust  Company  Section  (later 
separately  organized  as  the  Investment  Bankers'  As- 
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sociation),  the  Savings-Bank  Section  (which  through 
school-banks  and  otherwise  encouraged  thrift),  and 
the  Clearing-House  Section  (statistics  and  uniformity 
of  practice).  During  recent  years  the  banking  or- 
ganization thus  developed  had  found  it  comparatively 
easy  to  establish  within  its  field  conditions  of  close 
acquaintance  one  region  with  another,  and  to  set 
up  avenues  of  communication  among  members  and 
with  others  in  every  community. 

Just  as  in  banking  the  Federal  scope  of  regulation 
and  the  national  interchange  of  transactions  pro- 
moted national  organization,  so  with  transportation. 
The  American  Railway  Association,  composed  of 
presidents,  vice-presidents,  and  general  managers 
clothed  with  authority  from  the  roads  which  they 
represented,  was  formed  in  1875  and  had  since  been 
engaged  upon  problems  of  national  scope — enforce- 
ment of  safety  precautions,  efforts  to  obtain  safer 
rails,  standards  of  road  and  rolling-stock  construc- 
tion, regulations  for  carriage  of  explosives,  car  per- 
formance, electric  equipment,  indeed  any  phase  sus- 
ceptible of  standardization  or  comparative  study. 
Subsidiary  to  the  central  association  were  other  as- 
sociations, the  earliest  the  American  Association  of 
General  Passenger  and  Ticket  Agents,  formed  in 
1855,  the  others  dealing  with  car  and  locomotive  de- 
sign and  construction,  air-brakes,  fuel,  shop  efficiency, 
way  and  structures,  signaling  apparatus,  wood-pre- 
serving, store-keeping,  train-despatching,  packing, 
marking  and  handUng  of  freight,  and  accounting,  in- 
cluding freight  claims.    By  regions  general  man- 
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agers  were  organized,  also  officers  having  to  do  with 
rate-making  and  freight  classification. 

The  existence  of  these  special  railway  organizl^- 
tions  aflforded  a  prompt  response  to  the  need  for 
representative  experts  in  government  procedure  deal- 
ing with  safety  and  other  train-service  matters,  with 
rates  and  with  accounting.  Conventions  and  through- 
the-country  conmiunication  had  developed  acquaint- 
ance, leadership,  trained  staffs,  and  traditions.  The 
Bureau  of  Railway  Economics  at  Washington  was  es- 
tablished as  an  institution  equipped  to  furnish  sta- 
tistical and  other  information  to  all  inquirers,  but 
especially  to  railway  officers  and  counsel  in  rate, 
labor,  and  legislative  discussions.  Federal  legisla- 
tive relations  were  intrusted  by  the  roads  of  the 
country  as  a  whole  to  a  committee  of  presidents — 
the  group  who  called  at  the  White  House  after  the 
beginning  of  the  war  in  Europe  and  requested  the 
President  to  make,  which  he  did,  an  appeal  to  the 
country  on  behalf  of  the  railroads.  Lines  of  the  East, 
the  Southeast,  and  the  West  estabUshed  bureaus  for 
preparation  of  the  company  side  in  labor  negotiations 
and  arbitrations  and  for  pubUcity  in  connection  with 
such  controversies. 

NATIONAL  TRADE  BODIES 

Homogeneous  trades  such  as  textiles,  lumber,  con- 
struction, paint,  iron,  steel  and  other  metals,  hard- 
ware, machinery,  coal,  furniture,  paper,  publishing, 
brewing,  and  others  had  manufacturers'  and  jobbers' 
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associations.  These  dealt  with  the  technical  ad- 
vancement of  the  particular  industry,  with  standards 
of  conduct,  with  settlement  out  of  court  of  disputes 
between  members,  with  labor  questions,  with  legal 
compUcations,  including  patents,  and  with  relations 
arising  out  of  the  anti-trust  laws. 

Organizations  nearly  homogeneous  and  primarily 
aimed  to  promote  some  one  conmion  purpose  were 
typified  by  the  National  Metal  Trades  Association, 
whose  president,  Herbert  H.  Rice,  remarked  that  the 
product  of  its  members  ranged  from  a  steam-shovel 
to  the  clasp  of  milady's  hand-bag,  and  the  National 
Founders'  Association;  both  these  dealt  with  labor 
disputes.  Labor  questions  in  the  field  of  jurispru- 
dence and  litigation  were  the  field  of  the  American 
Anti-Boycott  Association.  The  heterogeneous  or- 
ganization having  the  largest  number  of  members 
was  the  National  Association  of  Manufacturers. 
This  body,  besides  discussing  labor-unions  and  labor 
legislation  directly  and  through  a  subsidiary  Council 
for  Industrial  Defense,  had  elaborate  activities  in 
the  fields  of  foreign-trade  information  and  credits, 
of  methods  in  tariff  revision,  of  safety  apphances,  and 
of  industrial  education.  Associations  announced  to 
total  fifteen  thousand  employers  were  federated  in 
the  National  Industrial  Conference  Board,  aimed  to 
co-ordinate  the  energies  of  those  belonging  to  various 
bodies. 

Most  of  the  homogeneous  bodies  had  departments 
to  look  after  the  interests  of  members  as  shippers 
and  receivers  of  freight.    There  were  two  organiza- 
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tions  of  shippers,  each  heterogeneous  as  to  product 
made  or  handled,  and  each  finding  its  common  pur- 
pose in  a  relation  with  the  railroads.  One  of  these 
bodies,  the  National  Industrial  Traffic  League,  saw 
to  it  that  the  railroads  did  not  unduly  afflict  the 
shippers;  the  other,  the  Railway  Business  Associa- 
tion, saw  to  it  that  the  public  did  not  unduly  afflict 
the  railroads — "Society  for  the  Prevention  of  Cruel- 
ty to  Railroads,"  it  was  once  called  by  Martin 
A.  Knapp,  then  chairman  of  the  Interstate  Com- 
merce Commission.  The  League  was  mainly  com- 
posed of  traffic  commissioners  employed  by  boards 
of  trade  or  by  companies;  the  Railway  Business  As- 
sociation, mainly  of  executives  of  the  same  or  some 
of  the  same  and  other  companies:  so  that  the  ship- 
pers as  a  matter  of  routine  provided  machinery  for 
getting  their  due  in  rates  and  service,  and  main- 
tained at  the  same  time  mechanism  of  discussion  for 
safeguarding  the  roads  from  such  compulsory  ex- 
pense and  such  depletion  of  revenue  through  rate 
reductions  as  they  thought  might  impair  the  abil- 
ity of  the  transportation  companies  to  develop  the 
country  and  exert  purchasing  power  in  the  market 
upon  which  all  shippers  depended.  Thus  the  traffic 
commissioners  successfully  resisted  a  general  ad- 
vance in  rates  in  1910,  while  in  1913-14  their  em- 
ployers successfully  urged  such  an  advance. 

Retailers  were  now  organizing  nationally  by  trades, 
Buch  as  dry-goods,  drugs,  hardware,  groceries.  The 
National  Retail  Drygoods  Association,  for  example, 
had  enrolled  the  principal  department  stores  of  the 
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country.  It  had  various  activities,  including  j&re 
insurance,  education  in  salesmanship,  counsel  in  ac- 
counting, addresses  to  business  men  by  a  staff  lec- 
turer, aid  in  forming  local  or  State  merchants'  asso- 
ciations; and  it  discussed  such  questions  as  the 
minimum  wage  and  cut  prices  on  advertised  articles. 

Credit  men  of  all  lines  were  merged  in  one  body, 
which  to  its  obvious  functions  added  that  of  educat- 
ing business  men  in  cost  systems  and  in  the  pohcies 
requisite  to  preserve  solvency. 

Most  comprehensive  of  all  was  the  Chamber  of 
Commerce  of  the  United  States,  comprising  dele- 
gates from  about  850  organizations,  local,  State, 
regional,  national,  special,  and  general,  the  constitu- 
ent bodies  aggregating  an  individual  membership 
said  to  reach  more  than  370,000  in  1917. 

These  various  agencies  of  national  scope,  no  longer 
content  with  the  employment  of  pensioners  or  clerks, 
went  into  the  market  and  obtained  men  whose  special 
training  promised  initiative  and  results.  The  secre- 
taries had  an  annual  institute  covering  several  days 
of  prepared  papers  and  discussions,  and  colleges  and 
Y.  M.  C.  A.'s  offered  courses  in  such  work.  It  was 
no  longer  common  for  an  organization  to  take  as  its 
secretary  a  man  without  experience.  The  choice 
was  more  likely  to  fall  upon  somebody  trained  in  a 
subordinate  post  in  another  organization,  or  who  had 
served  as  secretary  of  a  smaller  body.  A  special 
journalism  of  business  organizations  had  provided 
a  quick  and  constant  clearing-house  of  information 
and  opinion  among  members,  between  one  trade  and 
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another  and  through  the  trade  and  general  press  to 
the  country. 


TRANSFORMATION  IN  BffEMBERSHIP 

More  significant  than  the  elevated  level  of  the 
staff  and  the  more  complex  scope  of  the  work  was  a 
change  in  the  membership.  In  a  board  of  trade  it 
was  becoming  common  to  enroll  practically  every 
business  establishment  in  the  city,  as  well  as  many 
professional  men,  notably  lawyers,  economists,  scien- 
tists, and  educators.  Committee  service  was  ceasing 
to  be  an  empty  form.  Members  worked.  When  the 
main  body  spoke  on  any  subject  it  was  less  often 
an  utterance  drawn  up  by  a  secretary  and  rubber- 
stamped  by  the  executive  board.  An  opinion  was 
reached  only  after  a  thorough  investigation  by  a 
committee  of  business  men,  in  whom  their  neighbors 
had  confidence  and  who  were  present  to  defend  their 
reconmiendations  when  brought  up  for  ratification 
or  amendment.  The  possibility  of  inducing  busy 
men  to  serv^e  in  this  fashion  arose  from  the  intensely 
practical  bearing  of  the  subjects  dealt  with.  Once 
entered  upon,  such  service  held  even  men  of  the 
heaviest  personal  responsibilities.  It  introduced 
them  to  a  social  delight  and  a  mental  stimulus  novel 
to  many — that  of  sitting  around  a  board  with  other 
live  men  in  a  non-competitive  atmosphere,  exchang- 
ing ideas,  deferring  to  one  another's  suggestions, 
earnestly  striving  together  for  the  broadest  view  and 
the  fittest  action.    Some  such  men  asserted  that 
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committee  experience  in  a  board  of  trade  under  the 
new  conditions  enabled  them  to  do  their  own  work 
so  much  better  that  they  were  more  than  repaid  for 
the  time  and  strength  expended. 

General  participation  had  diminished  apprehen- 
sion as  to  selfish  control  by  particular  interests. 
A  large  majority  were  always  shippers  or  users 
where  public  utilities  were  concerned,  independents 
where  combination  was  in  question,  consumers  and 
taxpayers  where  the  individual  citizens  sought  pro- 
tection. There  was  the  sprinkling  of  economists, 
educators,  and  scientists  uniting  the  authority  and 
method  of  the  expert  and  the  rather  deliberately 
high  ethical  standards  common  in  those  callings. 
Competitors  in  business  sat  side  by  side  and  mingled 
with  men  of  many  other  lines  than  their  own.  De- 
votion to  the  welfare  of  all  was  the  tone  and  every 
man  was  anxious  to  be  seen  at  his  best.  Exercise  in 
unselfishness  and  candor,  inevitable  where  men  act 
openly  in  concert,  intensified  the  attractiveness  of 
the  labor  and  insured  the  exclusion  of  self-seeking 
influence. 

Humorous  aspects  were  sometimes  presented 
where  men  representing  large  interests  or  great  for- 
tunes came  to  figure.  Such  men  had  been  under  a 
good  deal  of  a  strain,  and  it  had  lasted  for  a  long  time. 
To  have  it  thought  that  you  must  necessarily  be  dis- 
honest because  you  don't  need  the  money;  to  have 
your  motive  questioned  as  a  matter  of  course;  to 
be  held  up  to  special  obloquy  in  matters  where  your 
responsibility  is  no  greater  than  that  of  others  less 
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prominent  who  are  passed  over  in  silence;  to  be  dis- 
franchised from  public  discussion,  not  to  say  dis- 
qualified from  public  service — all  this  gets  on  the 
nerves.     It  is  a  high  rate  to  pay  for  capital. 

The  ingrained  instinct  of  majorities  in  business 
bodies  was  to  put  their  independence  beyond  question 
by  excluding  altogether  men  having  interests  which 
might  conflict  with  those  of  the  public.  In  many 
instances  there  was  still  such  exclusion,  but  another 
view  was  being  evolved.  "Where,"  it  was  asked, 
"are  you  going  to  draw  the  line?  Has  a  dry-goods 
merchant  who  charges  all  the  traffic  will  bear  an 
interest  conflicting  with  that  of  the  pubUc?"  A 
manufacturer  in  one  powerful  organization  urged  his 
associates:  "Don't  bait  railroads.  Our  turn  will 
come  next."  Which  it  did.  "The  independence  of  a 
business  body,"  it  was  pointed  out,  "must  be  pre- 
carious if  there  are  men  whose  knowledge,  experi- 
ence, and  judgment  we  must  do  without  because  we 
are  afraid  they  will  control  us  or  be  thought  to  do 
so."  Solid  strength  and  control-proof  method  put 
the  exclusion  idea  in  a  rather  ridiculous  light.  So 
the  eye  of  the  needle  was  made  large  enough  to 
admit  the  rich  man  to  the  kingdom  of  heaven. 

After  he  got  there,  however,  he  often  underwent 
something  of  a  shock.  McGregor  went  straight  to 
the  foot  of  the  table,  and  the  head  thereof  stayed 
just  where  it  was.  Everybody  was  expected  to  work, 
and  positions  of  prominence  and  honor  had  to  be 
earned  precisely  as  in  politics,  by  making  one's  way 
up  from  humble  beginnings.     It  was  Mirabeau's  idea 
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of  "gradualit^" — that  nobody  should  hold  an  office 
until  he  had  first  filled  the  post  subordinate  to  it. 
The  magnate  might  find  himself  running  errands  for 
a  chairman  who  was  perhaps  half  his  age  and  lived 
on  a  small  salary;  the  magnate  did  just  what  any- 
body else  would  have  to  do  to  get  a  reputation  for 
thorough  work,  team  play,  and  pubUc  spirit.  Such 
men  eagerly  embraced  the  opportunity  on  those 
terms;  for  it  was  their  chance  to  come  back.  The 
man  of  wealth  and  power  was  once  more  able  to 
labor  for  the  general  weKare  side  by  side  with  others 
of  the  country's  best,  counting  just  as  a  man  among 
men,  esteemed  and  trusted  according  as  he  had  won 
his  spurs  within  the  organization,  rejoicing  at  this 
emancipation. 

BUSINESS  MEN   AND   GOVERNMENT 

Obviously  here  was  a  new  way  for  business  men  to 
"go  to  Congress."  They  need  not  run  for  office  and 
they  avoided  the  drawbacks  of  the  old  lobby  system. 
Rarity  of  men  of  affairs  in  legislative  bodies  was  still 
bewailed;  in  the  Sixty-fourth  Congress  61.4  per  cent, 
were  lawyers  (not  coxmting  those  who  were  also  busi- 
ness men)  and  16.3  per  cent,  business  men  (includ- 
ing the  lawyers  who  were  also  business  men);  but 
the  practical  obstacles  to  immediate  increase  of 
business  influence  in  legislative  chambers  and  the 
development  of  another  method  of  accomplishing 
the  result  desired  had  shifted  the  emphasis. 

Service  at  the  State  or  national  capital,  involving 
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prolonged  absence  from  home  and  business,  was  a 
hardship  which  deterred  many  of  the  most  eligible 
men  from  attempting  to  displace  incumbents  who 
made  politics  a  career.  Tenure,  again,  through  the 
successive  terms  necessary  for  developing  an  in- 
fluence as  a  lawmaker,  was  still  more  burdensome. 
George  A.  Post,  in  a  president's  address  before  the 
Rmlway  Business  Association,  speaking  from  experi- 
ence as  a  former  Congressman  who  had  since  for 
many  years  been  in  business,  remarked:  "A  veteran 
legislator,  possessing  the  power  of  seniority  and  the 
experience  of  long  service,  can  accomplish  more  for  a 
given  policy,  if  once  converted  to  it,  than  could  a 
new  man  on  the  job,  no  matter  how  well  recom- 
mended. Enlightened  and  crystallized  public  senti- 
ment will  accomplish  almost  any  change  that  ought 
to  be  accomplished  in  the  policies  of  men  already  in 
political  life,  and  through  them  legislative  conditions 
can  be  made  constructive  without  waiting,  as  in  the 
case  of  new  men,  for  them  to  acquire  political 
potency."  Something  of  the  same  idea  was  ex- 
pressed by  the  Illinois  merchant  who  was  asked  if  he 
intended  to  run  for  the  United  States  Senate.  "Not 
this  year,"  he  replied.  "When  I  go  in  for  the 
Senate  I  shall  begin  by  running  for  the  Chicago  City 
Council  and  work  my  way  up  like  an  honest  man." 
Business  organizations  not  only  afforded  a  means 
of  bringing  influence  to  bear  upon  legislation,  but  all 
the  more,  and  of  the  vital  essence,  because  it  was  the 
prevalent  thought  and  practice  to  avoid  dealing  with 
the  nomination  and  election  of  candidates  for  public 
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office.    Public  policies  instead  of  political  leaders 
were  the  subject  of  discussion. 


THE  NATIONAL  CHAMBER 

It  was  the  new  habit  of  personal  participation 
throughout  the  country  by  business  and  professional 
men  in  the  work  of  commercial  bodies  that  at  last 
made  feasible,  inl912,  a  project  often  before  attempted 
in  vain — the  establishment  of  a  national  business  or- 
ganization to  deal  with  general  as  distinguished  from 
trade  questions.  An  invitation  to  local  and  trade  as- 
sociations brought  as  delegates  scores  of  men  having 
years  of  practical  experience  in  that  type  of  work  and 
beheving  deeply  in  its  effectiveness.  In  five  years 
the  Chamber  of  Commerce  of  the  United  States  had 
enrolled  about  850  constituent  bodies,  comprising  in 
turn  some  370,000  members.  Not  through  secre- 
taries or  lobbyists,  but  through  business  men,  law- 
yers, and  experts,  drafted  temporarily  to  give  their 
time  for  the  purpose,  leading  national  questions  af- 
fecting business  were  studied,  the  legislative  situa- 
tion ascertained,  information  condensed  for  busy 
readers,  and  referenda  sent  to  the  constituents. 

The  result  was  magical.  In  hundreds  of  cities 
competent  committees  were  now  regularly  and  sys- 1 
tematically  assembled  to  consider  on  behalf  of  their 
own  organizations  the  National  Chamber  data,  re- 
liable and  adequate,  impartial  though  accompanied 
by  recommendation,  and  digested  practically.  With 
the  ballot  the  voting  body  often  sent  to  the  National 
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Chamber  a  resolution  or  letter  of  explanation.  That 
the  expression  stood  for  real  opinion  was  shown  by 
split  votes,  the  constituents  accepting  one  recom- 
mendation of  the  National  Chamber  Conmiittee 
while  rejecting  others,  or  the  constituent  body  origi- 
nating some  question  of  its  own  for  submission  to  its 
members  and  transmitting  the  result.  The  polls 
having  closed,  the  National  Chamber  spread  before 
the  appropriate  committees  of  Congress  the  entire 
record,  for  and  against,  with  the  explanations  and 
resolutions  as  received.  One  referendvun  dealt  with 
Secretary  Redfield's  recommendations  for  strength- 
ening the  export  mechanism  of  the  Department  of 
Conmierce.  The  Chamber  urged  a  number  of 
changes,  most  of  which  were  made.  Subsequently, 
in  co-operation  with  the  Chamber  and  with  the 
American  Manufacturers'  Export  Association,  a  sep- 
arate organization  was  formed — the  National  Foreign 
Trade  Council,  with  President  James  A.  Farrell  of 
the  United  States  Steel  Corporation  at  its  head. 
Later  chapters  of  this  book  set  forth  the  part  taken 
by  the  Chamber  in  the  Federal  Reserve  and  Federal 
Trade  legislation  and  a  proposed  function  of  the 
Chamber  as  an  intermediary  between  the  govern- 
ment and  trade  bodies. 

State  associations  of  manufacturers  and  State 
boards  of  trade  or  State  chambers  of  conmierce  were 
in  some  instances  established  or  recast  on  the  lines 
of  the  National  Chamber — particularly  as  respected 
careful  ascertainment  of  the  views  of  individual  mem- 
bers before  utterance  by  the  oflScers.    The  National 
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Chamber  restricted  itself  to  national  questions. 
There  was  an  interstate  field  in  State  legislation 
which  for  many  years  had  been  occupied  by  a  Com- 
mission on  Uniform  State  Legislation,  mainly  com- 
posed of  lawyers,  and  more  recently  by  special  asso- 
ciations each  dealing  with  some  one  topic,  and  by  a 
federation  of  State  manufacturers'  associations. 

James  Bryce  has  remarked  upon  the  danger  that 
a  student  of  public  opinion  after  an  absence  may  have 
"lost  touch"  with  the  sentiment  of  the  country,  the 
press  not  necessarily  conveying  what  the  people  are 
really  thinking;  and  upon  ''the  .need  of  an  hour's 
talk  with  foiu"  or  five  discerning  friends  of  different 
types  of  thought,  from  whom  he  will  gather  how 
current  facts  strike  and  move  the  minds  of  his 
countrymen."  Every  prudent  man,  Lord  Bryce 
says,  "keeps  a  circle  of  such  friends,  by  whom  he 
can  test  and  correct  his  own  impressions."  Public 
officials  in  the  United  States  who  had  "lost  touch" 
of  business  sentiment  through  the  era  of  distrust 
might  now  confer  in  perfect  confidence,  under  full 
pubUcity,  with  the  organizations  of  a  city  or  State, 
with  the  Chamber  of  Commerce  of  the  United 
States,  feeling  that  the  representative  character  of 
the  conunercial  spokesmen  was  guaranteed  by  the 
democratic  manner  in  which  they  had  been  chosen, 
their  good  faith  attested  by  appearing  in  person.  A 
lobby  with  which  a  statesman  might  hobnob  and  fear 
not. 
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Chapter  XI 

the;  MIRACLE  IN  BANK  LEGISLATION 
A   POUTICAL  MARVEL 

CORNER-STONE  of  the  structure  of  business 
stability  and  of  steady  employment — in  terms 
so  sweeping  was  the  Federal  Reserve  Act  of  1913 
hailed  by  some  men  of  affairs.  The  Aldrich-Vreeland 
law  of  1908,  they  told  you,  prevented  one  of  our 
peculiar  American  panics  after  the  outbreak  of  the 
war  in  Europe  and  enabled  resimiption  of  trading  in 
securities  in  five  months.  The  Federal  Reserve  sys- 
tem, they  said,  further  broadened  the  basis  of  com- 
mercial credits  and  of  rediscounts  and  provided 
mechanism  for  protecting  weak  regions  when  they 
required  it. 

Prime  needs  in  government  some  observers  enu- 
merated as  (1)  centraUzed  commercial  discounts, 
mobile    bank    reserves,  and   an    elastic    currency; 

(2)  strengthening   of   railway    investment   credit; 

(3)  sanction  of  competitors*  agreements;  (4)  equality 
of  other  citizens  with  organized  labor  before  the  law. 
A  central  bank  since  Andrew  Jackson's  time  had 
been  looked  upon  as  politically  impracticable.  The 
party  which  came  into  power  in  1913  opposed  in  its 
platform  "the  so-called  Aldrich  bill  or  a  centra] 
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bank."  The  candidate  of  that  party  for  President 
in  accepting  the  nomination  said  of  banking  and 
currency,  "I  do  not  know  enough  about  this  subject 
to  be  dogmatic  about  it."  The  chief  Cabinet  officer 
had  in  the  past  expressed  and  had  never  since  pub- 
licly abandoned  such  views  that  the  banking  and 
business  elements  had  split  his  party  to  defeat  on  the 
money  issue  in  two  Presidential  contests.  Yet  in 
control  of  that  party,  under  the  leadership  of  that 
President,  and  with  the  indispensable  support  of  that 
Cabinet  officer  Congress  established  a  central  insti- 
tution of  rediscount  which  in  due  course  required  the 
twelve  regional  banks  to  deposit  $1,000,000  in  gold 
to  establish  a  ''Reserve  Board  Gold  Fund"  where- 
with settlements  might  be  effected  between  the 
regional  banks — certainly  a  bank  function  and  be- 
yond dispute  central. 

Focusing  the  lens  upon  the  hopes  and  realizations 
of  those  whose  desire  for  central  rediscounts,  mobile 
reserves,  and  an  elastic  currency  sprang  from  bank- 
ing rather  than  from  political  or  promotion  experi- 
ence, how  did  they  obtain  what  they  did  obtain? 
(Arthur  D.  Welton,  a  staff  authority  of  the  American 
Bankers' Association,  interrupts  to  remark  that  it  was 
only  expansibihty,  not  contractility,  of  the  currency 
that  had  been  thus  far  increased.)  If  one  of  the  four 
prime  requisites  to  business  stability  and  steady 
employment  could  be  so  nearly  achieved  in  face 
of  obstacles  so  formidable,  what  could  not  be  ac- 
compUshed  with  the  three  other  requisites?  Our 
present  concern  is  less  with  the  provisions  of  the  act 
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than  with  the  conditions  and  processes  which  made  it 
possible. 

SEED  AND  HARROW 

"If,"  said  a  Rhode-Islander  in  1909,  "I  were  given 
a  blank  sheet  of  paper,  with  absolute  authority  to 
write  upon  it  the  terms  and  conditions  of  a  banking 
and  currency  bill  which  I  thought  should  be  adopted 
by  the  United  States  I  could  not  do  it."  Eighteen 
months  before,  he  confessed,  he  thought  he  had 
some  knowledge  of  this  subject.  He  had  been  study- 
ing it  for  thirty  years.  But  a  new  realization  of  its 
complexity  had  now  given  him  an  open  mind,  and 
he  remarked,  "I  have  been  greatly  gratified  by  the 
fact  that  on  every  hand  thoughtful  men  have  re- 
frmned  from  expression  of  opinion  upon  this  subject 
and  have  been  willing  to  await  an  examination  of  the 
information  which  we  are  to  furnish." 

"We"  were  the  National  Monetary  Commission. 
The  Rhode-Islander  was  its  chairman,  Nelson  W. 
Aldrich. 

Previous  currency  investigations  such  as  those  of 
the  United  States  Monetary  Commission  of  1876, 
the  International  Monetary  Conferences  of  1879, 
1881,  and  1892,  and  the  Monetary  Commission  of 
the  Indianapolis  Convention,  reporting  in  1898,  had 
made  studies,  cast  their  findings  upon  the  waters  and 
seen  the  ripples  die  away. 

The  work  of  the  Aldrich  Commission  was  distinc- 
tive. That  body  could,  in  the  first  place,  go  directly 
to  a  business  element  which  had  been  educated  in 
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some  of  the  essentials  of  the  subject.  Business  men 
had  been  organized  in  currency  matters.  What  had 
led  to  this  was  not  their  eagerness  for  reform,  but 
their  anxiety  to  defeat  what  they  regarded  as  repu- 
diation— the  16-to-l  propaganda  culminating  in  1896. 
It  was  the  threat  of  free  silver  in  the  light  of  experi- 
ence under  the  Bland  Silver  Purchase  Act  that 
brought  about  the  first  really  great  country-wide  dis- 
cussion of  money  and  banking.  Challenged  to  de- 
fend the  hard-money  standard,  bankers  put  forward 
leaders  and  organized  to  spread  knowledge.  The 
most  difficult  part  of  the  task  was  to  educate  the 
bankers,  few  of  whom  at  that  time  had  given  much 
study  to  the  history  and  theory  of  the  medium  of 
exchange  and  the  fluctuation  of  bulUon  price.  Bank- 
ers were  instructed  by  contact  with  other  bankers 
who  had  studied  the  matter.  Through  the  bankers 
the  doctrine  was  imparted  to  depositors  and  bor- 
rowers and  through  the  press  to  a  wider  circle  of 
manufacturers  and  merchants. 

During  the  prenomination  months  WilUam  Mc- 
Kinley  had  "wobbled."  The  cross-of-gold  conven- 
tion, the  emergence  of  William  J.  Bryan  and  his  free- 
silver  platform,  had  fated  the  Republicans,  then 
captained  by  business  men,  to  seize  the  other  end, 
and  Democratic  business  men,  suspending  their  party 
allegiance,  united  with  Republicans  to  assure  the  gold 
standard.  In  every  town  and  hamlet  in  the  North, 
Democrats  learned  that  members  of  their  party, 
their  solid  fellow-citizens,  were  going  to  vote  Repub- 
lican "for  the  first  time  in  their  Uves."    One  after- 
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noon  fifty  thousand  bolting  Democrats  marched  from 
Wall  Street  to  Central  Park,  with  hundreds  of  thou- 
sands on  the  curb  identifying  their  neighbors  in  line. 
MiUions  over  the  country  read  about  it  in  the  news- 
papers. It  was  all  o\'er  with  free  silver.  Following 
the  panic  of  1907,  Congressmen  found  at  least  some 
'  of  their  business  constituents  sufficiently  enlightened 
.  on  the  causes  of  panics  and  their  prevention  abroad 
so  that  they  boldly  and  easily  carried  an  emergency 
measure,  the  Aldrich-Vreeland  law,  which  itself  wi- 
dened the  basis  of  commercial  bank  loans  and  made 
the  volume  of  currency  expansible,  but  which  also 
provided  for  the  Aldrich  Commission  itself  to  study 
the  whole  subject. 

STUDIES  AND   PILGRIMAGES 

The  Aldrich  Commission  in  the  second  place  made 
its  own  studies  from  facts  before  touring  the  country 
on  hearings.  In  the  summer  of  1908  members  of  the 
Commission  visited  England,  France,  and  Germany, 
the  three  countries  of  Europe  in  which  conditions 
most  closely  resembled  American,  examining  their 
banking  arrangements,  methods,  and  practices  by 
personal  interviews  with  officers  of  leading  institu- 
tions. Representatives  of  the  Commission  also  vis- 
ited the  banks  of  Canada,  Scotland,  Switzerland, 
Italy,  and  Sweden,  conferring  with  then*  officers  and 
examining  at  first  hand  their  methods  of  organiza- 
tion and  their  arrangements  for  dealing  with  re- 
serses,   note  issue,   commercial  paper,  and  other 
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banking  features.  Stenographers  took  down  these 
colloquies,  which  fill  two  volumes  of  the  report. 
Expert  authorities  were  engaged  to  prepare  mono- 
graphs upon  special  phases.  Other  volumes  resulted. 
The  Aldrich  Commission,  in  the  third  place,  went 
to  the  business  community  which  had  been  en- 
lightened to  the  extent  already  described.  "The 
Commission,"  said  the  chairman,  soon  after  starting 
upon  these  pilgrimages,* 'has  not  yet  taken  up  or  con- 
sidered the  question  as  to  the  proper  system  to  be 
adopted  by  the  United  States,  and  they  will  not  take 
up  that  question  for  consideration  until  the  case  is 
fully  presented  to  the  American  people  and  we  can 
secure  their  judgment  and  their  co-operation  in  the 
adoption  of  a  plan."  He  had,  he  said,  only  one  re- 
quest to  make  of  the  people  of  the  United  States — 
that  they  keep  their  minds  open  until  the  case  could 
be  fully  presented  to  them.  Honest  criticism,  he 
declared,  was  the  best  thing  the  Commission  could 
possibly  have  if  it  were  to  secure  wise  results.  Hear- 
ings and  conferences  were  undertaken  in  different 
parts  of  the  country  for  the  purpose  of  obtaining 
opinions  of  people  representing  the  various  localities 
and  occupations.  In  some  cities  discussion  took  the 
form  of  meetings  such  as  those  of  the  Western  Eco- 
nomic Society  at  Chicago  and  the  American  Bankers' 
Association  at  New  Orleans,  devoted  exclusively  to 
this  subject.  Local  gatherings  included  local  speak- 
ers, so  that  citizens  got  the  deep  impression  sure  to 
be  left  upon  them  when  some  of  the  authorities  who 
did  the  talking  were  their  fellow-townsmen. 
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The  work  of  the  Commission,  in  short,  exhibited 
these  characteristics: 

1.  Material  was  collected  and  digested  from 
sources  world-wide. 

2.  Material  and  experts  were  carried  to  the  citizens 
in  their  communities  for  their  information. 

3.  The  position  of  the  Conamission  was  one  of 
tentative  conclusions,  upon  which  they  took  down 
at  the  hearings  and  conferences  conmients  and  pro- 
posals for  embodiment  in  the  tentative  plan. 

4.  As  a  result  of  the  method  pursued,  the  Com- 
mission both  educated  the  business  conmiunity  and 
was  educated  by  it.  Hence  the  report  and  the  plan 
for  local  associations  and  a  central  bankers*  bank 
could  be  laid  before  the  Federal  legislature,  having 
for  its  most  significant  and  important  appendix  that 
unprinted  and  unwritten  document,  public  enhght- 
enment. 

DEMOCRACY  AND  BUSINESS 

"Democratic  all  through,"  one  might  have  said. 
Not  at  all.  Democracy  had  not  yet  begun  to 
operate.  Democracy  with  a  small  d  had  ordained 
that  an  election  of  Congressmen  should  occur  in 
1910,  to  take  their  seats  in  December,  1911,  the  same 
year  in  which  the  Aldrich  scheme  was  published; 
and  democracy  in  the  form  under  which  it  was 
worked  in  the  United  States  of  that  day  made  it 
possible  for  the  national  government  during  the  two 
years  ensuing  to  be  administered  by  an  executive 
of  one  party  and  a  House  of  the  other,  which  meant 

165 


ARE  WE  CAPABLE  OF  SELF-GOVERNMENT? 

deadlock.  Democracy  with  a  small  d  had  also  or- 
dained that  in  1912  both  President  and  Congress 
should  be  elected.  Democracy  with  a  small  d — the 
democracy  cherishing  to  some  degree  resentment 
against  the  author  of  the  plan  on  grounds  apart  from 
its  subject-matter — further  supervened  to  cause  two 
national  platforms  to  oppose  the  Aldrich  plan  by 
name  and  the  third  platform  to  evade  it.  The  elec- 
tion put  out  of  power  in  the  White  House  and  in  both 
branches  of  Congress  the  party  which  had  author- 
ized and  manned  the  Aldrich  Commission,  and 
brought  in  Democracy  with  a  big  D  pledged  to 
oppose  "the  so-called  Aldrich  plan  or  a  central 
bank."  All  this  was  quite  as  likely  to  happen  in  the 
solution  of  railway  investment  credit,  of  competitors' 
agreements,  or  of  equality  before  the  law  in  labor 
matters,  and  the  way  it  worked  with  banking  and 
currency  taught  lessons. 

What,  to  begin  with,  was  the  underlying  sentiment 
— democracy  with  a  small  d — which  prevented  legis- 
lation along  the  lines  of  the  Aldrich  plan,  so  labo- 
riously and  if  not  indeed  democratically  evolved? 
Kaiser  or  Czar  would  have  put  the  system  in — cer- 
tainly if  he  liked  its  looks;  and  as  it  was  based  upon 
the  successful  experience  of  all  civilized  countries 
except  the  United  States,  it  probably  would  have 
seemed  to  him  desirable.  Why  could  not  the  United 
States  have  it?  The  answer  is  that  outside  of  the 
little  groups  of  bankers,  business  men,  and  econo- 
mists who  had  gathered  at  hearings,  meetings,  and 
conferences  and  read  "literature"  was  a  nation  of 

166 


THE  MIRACLE  IN  BANK  LEGISLATION 

miscellaneous  folks  who  knew  that  they  were  about 
to  establish  an  institution  coextensive  with  the 
country  and  with  the  country's  business,  and  they 
accepted  without  hesitation  the  dogma  laid  down 
by  political  leaders  that  such  an  institution  should 
be  under  public  and  not  private  control.  The  Al- 
drich  plan  contemplated  a  bankers'  institution. 
Democracy  wuth  a  small  d  contemplated  a  people's 
institution.  To  compromise  these  two  opposite 
views  was  necessary  if  the  country  was  to  have  a 
system  (1)  which  the  bankers  would  join  and  under 
which  banking  would  be  profitable  and  hence  pos- 
sible; (2)  which  democracy  with  a  small  d,  repre- 
sented in  the  White  House  and  in  Congress  at  the 
moment  by  Democracy  with  a  big  D,  would  adopt. 

A  NEW  EDUCATIONAL  CAMPAIGN 

Obviously  a  situation  had  arisen  which  demanded 
that  the  educational  process  be  gone  through  once 
more  and  on  new  lines.  There  must  be  a  larger 
audience,  not  with  economists  and  statesmen  edu- 
cating bankers  and  business  men  and  being  educated 
by  them — at  least  not  by  that  alone;  but  with 
politicians  educating  statesmen,  economists,  and 
bankers  and  being  educated  by  them — newspaper- 
readers  fanning  themselves  on  the  bleachers.  Fact, 
theory,  and  ideal  conclusion  had  moved  into  the 
realm  of  politics  in  a  country  which  was  experiment- 
ing with  self-government. 

Organization  of  business  men  accordingly  took  up 
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what  it  had  dropped  in  1896,  the  process  of  educat- 
ing the  citizens. 

The  American  Bankers'  Association  organized  a 
Currency  Conmiission  of  its  own,  with  A.  Barton 
Hepburn  at  its  head,  which  was  largely  influential 
in  obtaining  the  passage  of  the  Aldrich-Vreeland  law, 
and  made  such  recommendations  that  the  Associa- 
tion indorsed  the  Aldrich  plan.  In  the  period  up  to 
final  legislation  this  Commission  made  frequent  sug- 
gestions to  the  lawmakers  and  criticisms  of  provi- 
sions proposed,  and  while  its  parentage  made  mem- 
bers of  Congress  anxious  to  maintain  their  inde- 
pendence, its  advice  was  frequently  sought  in  regaard 
to  technical  details.  The  Commission  called  to 
Chicago  delegates  from  State  banks  and  clearing- 
house associations  throughout  the  country,  where  the 
Glass  bill  was  scanned  and  an  edition  printed  with 
suggested  amendments.  Some  of  these  affected  po- 
litical fundamentals  and  were  not  adopted  by  Con- 
gress; many  others  that  touched  technical  features 
were  embodied  in  the  act. 

The  National  Citizens'  League,  the  president  of 
which  was  a  merchant,  John  V.  Farwell  of  Chicago, 
and  its  directors  all  merchants  and  manufacturers, 
had  branches  in  the  various  regions  and  an  organiza- 
tion, with  headquarters,  in  nearly  every  State.  Its 
leaders  included  veterans  of  1896  and  younger  re- 
cruits. Through  conferences,  meetings,  and  pub- 
licity this  League  carried  on  the  discussion  of  main 
fundamentals.  They  dealt  with  what  Senator  Al- 
drich ha4  said  he  expected  to  find,  knowing  the 
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study  of  monetary  questions  to  be  one  of  the  leading 
causes  of  insanity,  "men  reasonably  sane  on  other 
subjects,  but  whose  insanity  on  this  is  apparent  to 
all."  Constituents  in  many  districts  were  led  to  im- 
press upon  Congressmen  the  view  that  the  actual 
business  of  receiving  deposits  and  making  loans 
should  be  controlled  by  those  whose  capital  is  in- 
vested in  the  bank  and  who  are  responsible  for  losses 
of  depositors,  and  that  the  governmental  function 
should  be  regulatory,  not  managerial. 

The  Chamber  of  Commerce  of  the  United  States, 
then  recently  formed,  appointed  a  special  conamit- 
tee  under  chairmanship  of  Wallace  D.  Sinamons,  a 
merchant  of  St.  Louis.  They  investigated  proposals 
pending  before  the  committees  of  Congress  and  re- 
ported a  series  of  recommendations  which  went  to 
referendum  among  the  constituent  bodies.  With 
the  result  of  this  ballot  as  their  authority,  the  officers 
of  the  Chamber  conferred  with  leaders  in  the  ad- 
ministration and  in  Congress.  When  their  com- 
mittee, headed  by  President  Harry  A.  Wheeler  and 
Chairman  Simmons,  appeared  before  the  Senate 
Committee  and  started  to  tell  who  it  was  that  they 
"represented"  Senator  Reed  of  Missouri  interrupted 
to  say  that  Congressmen  were  tired  of  hearing  com- 
mittees claim  to  "represent"  other  people  when  in 
reality  they  represented  nobody  but  themselves,  a 
small  group  getting  together  in  a  room  and  drawing 
up  resolutions.  The  officers  of  the  Chamber  ex- 
plained that  they  were  prepared  to  prove  their  repre- 
sentative character.    The  Senators  were  told  how  the 
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special  committee  was  appointed,  the  standing  and 
wide  diversity  of  interest  of  its  members,  the  days 
spent  by  them  in  conference '  at  Washington,  the 
framing  of  the  recommendations  accompanied  by  an 
impartial  statement  of  arguments  against  as  well  as 
for  each  recommendation,  the  study  given  the  refer- 
endum by  the  constituent  bodies  as  shown  by  the 
split  votes,  by  resolutions,  and  by  letters  of  explana- 
tion and  elaboration.  The  mass  of  material,  di- 
gested and  charted,  but  also  as  a  whole,  was  offered 
to  the  Senators.  Just  before  adjournment  Senator 
Reed  asked  that  his  opening  remarks  be  stricken 
from  the  record.  "This,"  said  he,  "is  the  most 
genuine  expression  of  business  opinion  that  has  been 
laid  before  a  committee  of  Congress  in  my  thirty 
years'  service." 

DEMOCRACY  HAS  HER  LAST  WORD 

Party  leaders,  meantime,  had  been  busy  with 
the  public  and  with  the  bankers  themselves,  insisting 
that  governmental  supervision  should  be  purely  po- 
Htical.  They  began  to  find  some  bankers  who  ac- 
quiesced in  this.  More  bankers  did  not,  and  this 
included  most  of  those  representing  the  largest  in- 
stitutions. To  them  it  seemed  clear  that  the  pro- 
posed Federal  Board  should  contain,  some  said  a 
majority,  others  a  minority,  of  men  elected  by  the 
banks.  A  committee  of  bankers  visited  Washington 
to  impress  this  view  upon  the  administration.  Rep- 
resentative Carter  Glass,  chairman  of  the  House 
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Committee,  listened  and  declared  that  he  agreed 
with  them.  WTien  President  Wilson  told  him  that 
he  dissented  from  that  proposition  Mr.  Glass,  as  he 
afterward  confessed,  did  not  sleep  a  wink  that  night, 
and  next  morning  in  his  room  at  the  Raleigh  Hotel 
wrote  a  letter  to  the  President,  saying  that  he 
"thought  his  decision  was  fundamentally  wrong  and 
politically  inexpedient."  He  headed  a  procession  to 
the  White  House  in  which  were  George  M.  Reynolds 
of  Chicago,  John  Perrin  of  San  Francisco,  Sol  Wexler 
of  New  Orleans,  Festus  J.  Wade  of  St.  Louis,  and 
others,  and  was,  as  he  later  remarked,  "rather  proud 
of  my  men."  They  were  cheerfully  and  cordially  re- 
ceived by  the  President  and  presented  their  views 
persuasively.  Anon  the  President  turned  and  said, 
"Gentlemen,  I  challenge  you  to  point  to  one  govern- 
ment board,  in  this  or  in  any  other  civiUzed  country, 
upon  which  private  interests  have  representation." 
Intense  silence  followed.  Mr.  Glass  was  converted, 
and  no  doubt  some  of  the  bankers — if  not  then, 
ultimately. 

What  went  into  the  bill  was  an  advisory  council  of 
bankers,  one  from  each  Reserve  District,  elected 
by  the  banks,  not  subject  to  confirmation,  free 
to  meet  with  the  Federal  Reserve  Board  at  their 
option,  having  no  vote,  and  no  authority  except 
to  call  for  information  from  the  Federal  Reserve 
Board. 

Democracy  with  a  small  d  had  added  its  com- 
ment and  reconunendation  to  be  embodied  in  the 
plan. 
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WHEN  IS  A  CENTRAL  BANK  NOT  A  CENTRAL  BANK? 

Banking  and  business  so  far  acquiesced  in  political 
regulation  of  the  reserve  system  that  practically  all 
the  banks  promptly  joined  it  when  the  act  went  into 
efifect.  What  was  it  that  brought  into  line  democ- 
racy with  a  small  d  to  pass  the  bill?  How,  in  short, 
could  Secretary  Bryan  give  it  the  support  without 
which  its  enactment  in  that  Congress  would  probably 
have  been  impossible? 

This  is  not  merely  another  way  of  asking,  When 
is  a  central  bank  not  a  central  bank?  Candor  and 
prudence,  it  is  true,  both  demanded  notice  of  the 
undoubted  fact  that  many  Congressmen,  with  their 
supporters  at  home,  believed  they  were  getting  some 
things  they  were  not  getting.  It  is  impossible 
to  read  some  utterances,  Mr.  Bryan's  among  them, 
made  after  the  act  went  on  the  books,  without  recog- 
nizing that  the  speakers  numbered  among  the  ef- 
fects of  the  measure  a  softening  of  the  difficulty  in 
obtaining  capital  for  investment  in  enterprises.  In 
one  sense  the  act  might  have  such  a  tendency.  The 
first  governor  of  the  Federal  Reserve  Board,  Charles 
S.  Hamfin,  remarked  that  the  law  "economizes  in 
the  use  of  capital;  it  makes  its  use  more  effective  than 
under  the  old  system  by  lowering  the  prescribed 
reserve  requirements;  it  has  released  hundreds  of 
miUions  of  capital  which  will  provide  additional 
credit."  That  is  to  say,  other  things  being  equal, 
there  would  be  more  available  capital,  a  larger  vol- 
ume of  credit,  in  the  country  than  before  the  act 
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was  passed ;  and  on  the  theory  of  quantity  which  un- 
derlay the  greenback  and  free-silver  agitations,  banks 
need  not  begin  shutting  ofif  new  loans  at  as  early 
a  stage  on  a  given  movement  of  expansion.  Not 
only  as  to  temporary  loans  would  the  supply  of 
credit  be  widened,  but  as  banks  could  now  support 
a  given  volume  of  such  loans  on  a  narrower  basis  of 
reserves  because  at  all  times  ready  to  support  one 
another,  a  part  of  the  capital  formerly  tied  up  in  re- 
serves would  not  be  employed  at  loan  rates  and 
would  be  driven  to  less  profitable  and  less  liquid 
channels  such  as  real  estate  or  stocks  and  bonds. 
Houses,  in  other  words,  which  floated  enterprises 
could  gather  for  such  purposes  a  larger  share  of  the 
annual  crop  of  capital. 

Where  disappointment  seemed  destined  to  greet 
some  who  supported  the  measure  was  in  thinking 
that  the  existence  of  larger  available  capital  supplies 
would  cause  lenders  to  adopt  laxer  standards  as  to 
the  personal  responsibility  of  petitioners  for  accom- 
modation, laxer  standards  as  to  the  value  of  prop- 
erty and  prospects  of  enterprises  old  and  new. 
However  illusory  the  idea  that  the  government  had 
conmiitted  itself  to  backmg  petitioners  for  credit, 
it  had  hold  of  many  minds,  as  became  sufficiently 
clear  to  Secretary  of  the  Treasury  McAdoo.  He 
found  himself  confronted,  he  said,  with  requests  for 
his  approval  of  bills  in  Congress  giving  the  credit  of 
the  government  to  "every  conceivable  sort  of 
scheme,"  from  sanction  for  "the  issue  of  $250,000,000 
of  greenbacks  or  the  sale  of  $250,000,000  government 
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bonds,  to  put  that  money  in  the  treasury  and  to  lend 
it  to  farmers  on  their  cotton,"  to  direct  loans  from 
the  treasury  ''on  this  thing  and  that  thing — farm 
loans,  loans  upon  houses  built  by  working-men,  and 
so  on."  Citizens  who  could  not  distinguish  between 
government  cash  deposited  on  interest  where  it 
would  do  the  most  good  and  government  cash 
handed  over  to  cotton-growers  for  holding  crops 
pending  rise  in  price  could  not  be  expected  to  under- 
stand that  the  ''removal  of  the  financial  center  from 
New  York  to  Washington"  did  not  mean  peremptory 
governmental  orders  to  national  banks  to  help  plant- 
ers and  merchants  carry  stocks  not  yet  sold.  The 
act  specifically  excluded  from  rediscounts  accom- 
modation on  any  other  than  actual  contracts  of  sale. 
Upon  accommodation  which  was  rediscountable  not 
the  government,  but  the  bank,  was  to  pass  in  the 
first  instance,  and  this  included  the  district  bank,  six 
of  whose  nine  directors  were  elected  by  the  member 
banks.  It  would  no  more  avail  the  petitioner  for  a 
loan  to  be  convoyed  by  a  Congressman  upon  his 
quest  for  the  golden  fleece  than  under  the  old  law. 

WHAT  DEMOCRACY   ACCOMPLISHED 

Nobody  knows  whether  the  measure  could  have 
passed  if  all  its  supporters  had  seen  for  shadow  some 
of  the  appearances  which  they  took  for  actuality. 
What,  then,  did  democracy,  as  opposed  to  "the 
money  power,"  accomphsh  beyond  insuring  a  pohtical 
control  which  already  existed  through  the  super- 
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visory  powers  of  the  Secretary  of  the  Treasury  and 
the  Comptroller  of  the  Currency?  Chiefly:  Fu^t 
— a  retention  of  reserves  in  the  several  districts. 
This  tended  to  prevent  their  artificial  flow  to  the 
central  reserve  cities,  especially  New  York,  for  use  in 
stock  speculation  when  needed  at  home.  Second — 
three  government  directors  out  of  nine  in  each  dis- 
trict bank.  These,  by  influence  upon  their  elected 
colleagues  or  if  necessary  by  publicity,  might  dis- 
courage deposits  in  New  York  when  required  at 
home.  They  might  also  induce  the  purchase,  as 
authorized  by  the  act,  of  conmiercial  paper  in  the 
market  where  worthy  borrowers  for  any  reason  could 
not  obtain  accommodation  from  the  member  banks. 
More  significant  than  the  points  scored  upon  the 
bankers  by  poUticians,  or  the  points  which  some 
politicians  thought  they  had  scored,  but  had  not,  or 
the  points  scored  by  banking  and  business,  was  the 
broad  scope  of  subject-matter  upon  which  nobody 
scored  on  anybody  else,  but  on  which  all  agreed. 
When  the  politicians  came  to  grips  with  the  bankers, 
business  men,  and  economists  much  of  what  had 
looked  like  hoofs  and  horns  took  on  a  less  diabolical 
aspect.  The  bankers  formed  a  habit  of  putting 
forward  as  their  conferees  gentlemen  dwelling  in 
Chicago  and  St.  Paul,  St.  Louis  and  New  Orleans, 
rather  than  in  New  York,  where  one  was  reputed 
to  acquire  a  brimstone  breath.  Confidence  was 
added  by  support  of  manufacturers  and  merchants 
— consumers  of  credit — and  of  college  professors. 
Chairman  Glass,  on  the  other  side,  had  opened  pubhc 
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discussion  at  a  convention  of  the  Chamber  of  Com- 
merce of  the  United  States.  Out  of  that  room  went 
several  hundred  men  ready  to  tell  the  country  that 
they  had  confidence  in  the  purpose  of  this  man  to 
learn  all  he  could  from  any  source  whatever  and  act 
on  his  best  Ughts  for  the  general  interest.  There 
were  before  the  end  sharp  encounters  and  harsh  out- 
givings, but  the  miracle  was  that  temperaments  so 
diverse,  the  product  of  influences  so  opposite,  repre- 
senting regions  so  various,  and  all  trying  to  operate 
in  the  atmosphere  created  by  years  of  bitter  attack 
and  recrimination,  should  have  gone  home,  Frank 
A.  Vanderhp  declaring  the  result  "70  per  cent,  good" 
and  William  J.  Bryan  acclaiming  it  to  his  subscribers 
as  a  triumph  for  the  plain  people. 

THE  ADVISORY  COUNCIL  J 

From  the  story  of  the  educational  campaigns  be- 
ginning with  1896,  through  the  Aldrich  period,  down 
to  the  last  lap  after  1912,  one  may  deduce  what  had 
been  learned  about  method  for  application  to  prob- 
lems in  fields  other  than  banking.  Such  apphcation 
is  the  subject  of  later  chapters  deahng  with  regula- 
tion of  railways  and  business  corporations.  The 
significance  of  one  phase  of  the  Federal  Reserve 
system  is  not  so  readily  manifest — the  Advisory 
Council.  Differences  among  bankers  as  to  banking 
representation  upon  the  Federal  Reserve  Board  itself, 
already  indicated,  arose  from  the  difficulty  which 
the  bankers  advocating  pure  poUtical  control  had  in 
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getting  some  of  their  banking  contemporaries  to  ac- 
cept certain  fundamental  ideas. 

One  of  those  ideas  was  the  distinction  between 
"authority"  and  "power."  Congress  may  confer 
upon  the  Interstate  Conmierce  Commission  "au- 
thority" to  melt  down  the  Washington  Monument 
into  ingots  of  alligator-pear  salad,  but  this  would  not 
give  the  Commission  "power"  to  accompUsh  that 
result.  Massachusetts,  conversely,  refrained  from 
bestowing  upon  its  railroad  conm[iission  "authority" 
to  compel  compUance  with  orders,  but  the  "power" 
was  so  great  that  its  "recommendations"  were 
only  resisted  twice.  This  "power"  in  Massachusetts 
was  the  power  of  moral  influence,  of  publicity — 
which  in  one  instance  of  contumacy  led  the  legisla- 
ture at  the  next  session  to  punish  the  recalcitrant,  in 
the  other  resulted  in  complete  submission  without  the 
exercise  of  any  coercion  save  that  of  castigation  be- 
fore the  bar  of  public  opinion — a  power  which  some- 
times took  a  scope  wider  than  any  statute  of  the 
Conmionwealth  could  have  taken  and  have  stood 
the  constitutional  tests.  Other  things  being  equal, 
bankers  would  have  quite  as  much  "power"  in  Re- 
serve matters  without  "authority"  as  with  it. 

A  second  idea  is  that  other  things  were  not  equal. 
The  power,  the  influence,  of  the  banker  without  au- 
thority instead  of  being  equal  to,  would  be  im- 
measurably greater  than,  the  power,  the  influence, 
which  a  banker  could  exert  if  he  were  a  member  of 
the  Federal  Reserve  Board;  because  the  banker 
without  authority,  the  banker  serving  on  an  Ad- 
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visory  Council,  was  apt  to  be,  and  the  banker  serving 
on  the  Federal  Reserve  Board  itself  was  apt  not  to  be, 
a  banker  of  the  largest  banking  influence.  Two 
reasons  conspire  to  that  result. 

First — unwillingness  of  leading  bankers  to  accept 
appointment.  The  circiunstances  under  which  Paul 
M.  Warburg  consented  were  exceptional.  The  op- 
portunity had  a  special  appeal  because  the  system 
had  just  been  established  and  its  early  work  would 
involve  the  statesmanship  of  forming  practices,  creat- 
ing precedents,  guiding  evolution,  and  training  per- 
manent subordinates.  The  same  prospect  of  notable 
service  appealed  to  men  of  the  first  distinction  when 
the  Interstate  Commerce  Commission  was  set  up. 
Mr.  Warburg  may  also  have  been  impressed  with  the 
thought  that  the  war  in  Europe  had  come  at  a  time 
when  business  in  the  United  States  had  already  been 
imder  a  long  and  hard  strain  and  that  mistakes  by  the 
government  in  the  regulation  of  banking  ought  to  be 
guarded  against  at  high  personal  sacrifice  on  the  part 
of  somebody  specially  equipped.  The  era  of  crea- 
tion, one  might  imagine,  passes.  The  work  becomes 
largely  routine.  The  days  of  the  board  members  are 
days  of  unremitting  toil  upon  one  detail  after  another. 
In  his  own  business  a  banker  attains  to  a  post  of 
responsibility  and  eminence  through  qualities  one  of 
which  is  the  capacity  to  delegate  routine  details  to 
subordinates,  leaving  his  own  thought,  energy,  and 
time  free  for  considering  new  things  once.  The 
banker  whose  prestige  would  give  him  the  power  of 
influence  has  earned  that  prestige  by  avoiding  pre- 

178 


THE  MIRACLE  IN  BANK  LEGISLATION 

cisely  the  kind  of  tasks  which  a  member  of  an  ad- 
ministrative board  is  obliged  to  perform  all  day,  every 
day,  and  often  into  the  night.  I  have  sometimes  tried 
to  imagine  the  conversation  when  Mr.  Warburg  had 
a  call  in  Washington  from  some  banker  friend.  "En- 
joying it?"  "Oh  yes.  Delightful  associates.  But 
you  saw  last  night,  as  you  passed  the  building,  a  light 
in  the  window?  Not  the  scrub-woman — me!"  What 
seductiveness  was  Reserve  Board  service  likely  to 
gain  frond  the  accounts  of  its  actualities  which  banker 
members  gave  to  their  friends? 

Second — unwillingness  of  Presidents  to  appoint  or 
the  Senate  to  confirm  men  of  power  and  influence. 
Here  again  Mr.  Warburg's  enlistment  was  excep- 
tional. Is  it  probable  that  it  would  have  been  prac- 
ticable to  confirm  either  him  or  Mr.  Delano — a  rail- 
way executive  —  had  it  not  been  for  the  stress  of 
mind  brought  on  by  the  war? 

A  BALANCE-WHEEL 

Many  thought  that  the  Federal  Reserve  Board 
and  other  permanent  administrative  bodies  estab- 
lished by  Congress  would  most  of  the  time  be  com- 
posed of  lawyers  and  economists  temperamentally 
fitted  for  and  contented  in  administrative  routine, 
who,  generally  speaking,  could  accept  without  finan- 
cial sacrifice,  and  who  were  politically  available,  and 
that  we  would  rarely  get  for  such  service  men  of 
affairs  of  large  caliber  as  measured  by  their  achieve- 
ments and  recognition. 
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The  Advisory  Council  had  these  features : 

1.  Its  members  were  elected  by  those  to  be  regu- 
lated, without  confirmation.  Any  banker  who  had 
banking  availabiUty  was  eligible,  whether  poUtically 
available  or  not.  The  council  as  first  organized  con- 
tained a  leading  financier  of  each  district,  including 
J.  P.  Morgan  of  New  York  and  James  B.  Forgan  of 
Chicago,  neither  of  whom  could  probably  at  that 
time  have  been  nominated  by  a  President,  not  to  say 
confirmed  by  the  Senate. 

2.  Service  required  neither  reUnquishment  of  pri- 
vate business  nor  constant  nor  even  frequent  attend- 
ance at  Washington.  These  immunities  were  quite 
as  essential  as  availabihty,  since  probably  not  one 
of  the  twelve  actually  chosen  would  have  accepted  on 
any  other  terms. 

3.  The  Federal  Reserve  Board  would  do  its  work 
in  an  atmosphere  of  undivided  responsibility  to  the 
public,  but  would  discuss  poHcies  in  a  practical  bank- 
ing atmosphere.  This  atmosphere  the  Advisory 
Council  could  create  because  its  members,  continuing 
actively  engaged  in  business,  would  put  the  Board 
in  real  and  constant  touch  with  actualities  and  be- 
cause the  bankers,  having  no  routine  functions  of  ad- 
ministration and  no  official  responsibility,  would 
think  and  speak  freely.  Their  influence  with  the 
Reserve  Board  could  be  proportionate  to  their  ag- 
gregate knowledge  and  judgment. 

4.  If  the  Reserve  Board  seemed  hkely  to  adopt 
some  policy  which  caused  the  Advisory  Council  seri- 
ous misgiving,  the  Council  could  freely  carry  its 
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protest  to  the  public,  as  a  minority  of  the  Reserve 
Board  might  not  feel  it  consistent  with  team  play 
and  loyalty  to  its  party  administration  to  do,  and  with 
a  force  of  prestige  and  authority  which  no  minority 
of  the  Reserve  Board  could  attain.  The  rarity  of  its 
public  appeals  would  strengthen  the  impressiveness 
when  the  Council  spoke  to  a  public  perhaps  too  well 
accustomed  to  the  sound  of  Reserve  Board  voices. 
What  piece  of  mechanism  could  lie  closer  to  the 
heart  of  the  problem  of  practical  self-government 
than  this  balance-wheel  for  regulation  of  banks? 


Chapter  XII 

THE  NEW  ERA  IN  RAILWAY  REGULATION 

RATE  ADVANCES   '' IMPOSSIBLE'' 

WHEN  William  C.  Brown,  then  president  of  the 
New  York  Central  Lines,  expressed  in  1908 
the  opinion  that  freight  -  rates  would  have  to  be 
raised  and  fared  forth  to  convert  the  country  to  his 
view,  many  thought  he  had  undertaken  the  im- 
possible. "You  will  never  see  an  advance  in  freight- 
rates  in  this  country,"  people  said;  ''government 
ownership  woidd  come  first." 

The  reasons  for  such  skepticism  were  various. 
Business  centers  had  been  built  up  and  their  com- 
petitive relation  estabUshed  upon  a  structure  of  rates 
many  years  petrified.  To  change  the  basic  rates 
upon  which  the  whole  fabric  hung  would  disturb 
conditions  and  increase  the  perplexities  of  business 
men  already  desperate  with  problems.  The  proposal 
would  be  energetically  and  concertedly  resisted  by 
the  direct  payers  of  freight  bills. 

Behind  the  business  men  would  stand  the  general 
public  and  the  press.  Railroad-baiting  had  for  dec- 
ades been  a  national  pastime.  Where  service  was 
smooth  this  was  taken  as  a  matter  of  course.     Every 

imperfection,  on  the  other  hand,  irritated  the  shipper 
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or  passenger  who  thus  came  mto  personal  contact 
with  the  raih-oad.  Free  passes  had  been  outlawed 
m  some  States  and  voluntarily  discontinued  in 
others,  leaving  a  trail  of  grouches  among  former  free 
riders  who  now  had  to  pay  or  walk,  and  many  of 
whom  apparently  beheved  the  railroads  could  have 
avoided  this  calamity  if  they  had  wanted  to.  It  was 
Federal  action  that  accomplished  the  abohtion  of  re- 
bates, but  large  mmibers  of  the  former  beneficiaries 
had  become  stem  censors  of  the  roads.  Submission 
to  blackmail  or  pursuit  of  privileges  through  the 
exertion  of  poUtical  influence  at  State  capitals  had 
been  the  subject  of  crusades  and  had  Uned  up  poh- 
ticians  and  other  citizens  against  anything  which 
a  railroad  might  ask.  OvercapitaUzation  still  stuck 
in  the  minds  of  inmiense  numbers  in  spite  of  the  low 
record  per  mile  in  that  respect  scored  by  American 
lines  as  compared  with  foreign ;  and  ''watered  stock " 
was  a  complaint  soberly  and  sincerely  harbored  by 
farmers  and  business  men  whose  own  property, 
tested  by  profits  or  selling-price,  had  enjoyed  pre- 
cisely the  same  kind  of  advance  in  value  over  the 
original  investment,  usually,  if  not  always,  just  be- 
cause the  railroad  existed. 

The  press  for  the  most  part  reflected  an  almost 
universal  conviction  that  the  railroads  were  making 
more  money  than  they  ought  to,  and  if  by  financial 
juggling  and  extravagant  operation  they  had  got 
themselves  into  a  hole,  they  should  not  call  upon 
shippers  and  consumers  of  freight  to  dig  them  out, 
but  should  economize  or  reorganize. 
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If  an  advance  in  rates  filed  by  the  roads  were  to 
stand,  the  Interstate  Commerce  Commission  would 
have  to  be  persuaded  to  dismiss  complaints  of  pe- 
titioners for  cancelation  and  restitution;  and  as  it 
turned  out,  before  tariffs  could  take  effect  the  De- 
partment of  Justice  had  the  roads  on  the  judicial 
gridiron  for  violating  the  Sherman  Act  and  the 
White  House  induced  them  to  withdraw  the  sched- 
ules until  Congress  could  empower  the  Commission 
to  suspend  increases.  What  chance  would  the  rail- 
roads have  with  the  Commission? — it  was  asked. 
That  body  had  always  been  regarded  as  defender  of 
the  public  against  the  roads,  never  as  their  protector. 
It  had  been  set  up  by  Congress  to  carry  out  in  an 
administrative  way  the  policy  of  the  government. 
The  policy  of  Congress  and  of  the  people  was  to 
restrict  and  restrain  the  railroads.  Any  Interstate 
Commerce  Commissioner  who  undertook  to  do  any- 
thing for  them  would  probably  be  looking  for  an- 
other field  of  usefulness  at  the  expiration  of  his  term, 
and  if  a  majority  should  grant  an  advance  in  freight- 
rates  Congress  would  undoubtedly  pass  a  ripper  bill 
and  put  in  a  new  personnel  that  knew  its  job. 

This  is  what  you  heard  in  1908  when  WilUam  C. 
Brown  began  his  campaign.  As  late  as  1911  a  mem- 
ber of  the  Interstate  Commerce  Commission,  since 
retired,  told  me  that  the  roads  would  obtain  freight 
advances  when  public  opinion  sanctioned  them  and 
not  before.  Public  opinion,  it  was  declared  by  nine 
observers  out  of  ten,  would  sanction  an  advance  in 
freight-rates  the  day  after  never. 
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On  December  16,  1914,  six  years  after  Mr.  Brown's 
original  announcement,  the  Interstate  Conunerce 
Commission  entered  an  order  granting  permission 
for  an  advance  affecting  all  the  lines  east  of  the 
Mississippi  and  north  of  the  Ohio  and  Potomac — 
112  roads  in  35  systems,  capitalized  at  six  and  a 
quarter  billions  and  having  in  1913  earnings  of 
nearly  a  billion  and  a  half.    How  did  it  happen? 

DEMOCRACY  AND   FREIGHT-RATES 

It  happened  in  the  same  way  that  the  currency 
legislation  had  happened — the  experts  made  out 
their  case  and  carried  it  to  democracy  with  a  small 
d,  which  did  some  rough  blue-penciling  and  0.  K.'d 
the  advance. 

As  in  the  case  of  the  currency,  the  ground  had 
been  thoroughly  cultivated  during  several  years. 
Since  1908  numerous  railway  executives  had  ac- 
cepted or  sought  invitations  to  speak  at  public  meet- 
ings and  contributed  articles  to  magazines  and  news- 
papers. Organizations  of  business  men  joined  in  the 
eflfort.  The  Railway  Business  Association,  com- 
posed of  manufacturers,  merchants,  and  engineers 
dealing  with  the  roads,  had  given  a  distinctively 
conmiercial  treatment  to  various  phases  of  the 
subject  in  bulletins  and  addresses  of  its  members, 
and  had  created  occasions  for  speeches  by  men  in 
public  life,  business  men,  and  railway  executives. 
The  unsuccessful  effort  for  advances  in  1910  was  not 
^ort  lost.    It  had  taught  its  promoters  much  about 
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their  own  subject,  about  method  of  presentation, 
about  the  predispositions  of  the  pubhc,  of  the  press, 
of  the  poUticians,  and  of  the  Commission.  Many 
converts  were  made.  These  became  centers  of  local 
or  trade  influence.  Previous  to  the  new  application 
for  advances  in  1913  the  attitude  of  miscellaneous  as- 
sociations was  various.  Some  declared  in  1910  for 
advances.  Others  at  that  time  avowed  solicitude 
for  the  carriers,  but  refrained  from  asking  any- 
thing specific  on  their  behalf.  The  most  active 
were  positively  opposed,  and  co-operated  through 
the  National  Industrial  Traffic  League  to  defeat  the 
movement. 

Believing  in  1913  that  if  shippers  already  convinced 
of  the  need  for  larger  revenues  would  convey  this 
view  to  their  fellow-citizens  pubUc  sentiment  would 
become  favorable,  the  railroad  managers  and  their 
friends  conferred  directly  with  hundreds  of  busi- 
ness men  in  the  district  for  which  advances  were 
asked. 

Daniel  Willard,  president  of  the  Baltimore  &  Ohio, 
chairman  of  the  committee,  and  his  associates  from 
various  lines  visited  city  after  city.  In  some  places 
they  met  a  committee  from  the  local  board  of  trade. 
In  others  the  whole  organization  participated.  Some- 
times there  was  a  pubhc  dinner.  All  the  cards  were 
laid  on  the  table  and  questions  invited.  It  resembled 
the  conferences  on  the  currency.  Objections  to  the 
form  of  the  tariffs  as  filed  were  considered  on  the 
spot.  Literature  setting  forth  the  needs  of  the  car- 
riers and  the  interest  of  the  shippers  in  having  strong 
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railroads  was  published  in  time-tables  and  other 
bulletins  and  disseminated  to  stockholders  of  the 
roads  and  to  members  of  associations. 

How  the  testimony  at  the  hearings  was  got  to  the 
public  was  told  in  a  little  book  of  speeches,  Human 
Nature  and  Railroads,  by  Ivy  L.  Lee,  who  directed 
the  work.  The  roads  proposed — and  the  Commis- 
sion replied  that  it  had  no  conmient  to  offer  on  the 
suggestion — to  make  as  to  each  hearing  "a  short, 
succinct  extract  of  every  important  fact  which  we 
present  to  you  under  oath."  The  existence  of  this 
plan  and  of  mechanism  and  organization  for  promptly 
carrying  it  out  led  to  sententiousness  and  vividness 
of  sunmiary  in  the  testimony  itself.  The  extracts 
were  sent  to  "every  important  newspaper  in  the 
United  States,  to  the  mayors  of  cities,  to  the  secre- 
taries of  chambers  of  commerce,  to  every  State  rail- 
road conmiission,  to  postmasters  in  the  principal 
cities,  to  college  libraries,  city  libraries,  and  professors 
of  economics  in  colleges." 

Bodies  began  declaring  for  advances.  Others 
memorialized  the  Commission,  expressing  confidence 
in  its  judgment  and  acquiescing  beforehand  in  its 
findings.  Advocates  of  larger  earnings  included  in- 
dustrial executives  whose  traffic  commissioners  were 
members  of  the  National  Industrial  Traffic  League. 
That  body  now  took  no  action.  The  task  of  crys- 
tallizing business  sentiment  was  made  vastly  easier  by 
reason  of  the  interchanges  of  view  which  had  been 
fostered  between  region  and  region  in  the  currency 
campaign  and  in  the  course  of  developing  stronger 
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local  and  State  bodies  and  uniting  them  in  the 
Chamber  of  Commerce  of  the  United  States.  Ac- 
quaintance proved  a  circulating  medium.  News- 
paper publishers  were  members  of  the  business 
bodies  in  their  cities  and  quick  to  assimilate  a  new 
view  sufficiently  supported.  The  daily  press  was  a 
powerful  adjunct,  few  papers  in  the  territory  con- 
tinuing opposition  to  advances  after  it  became  mani- 
fest that  declining  net  income  was  a  deep-rooted 
tendency. 

When  the  hearings  began  it  was  found  that  while 
there  was  opposition  to  advances  on  certain  specific 
articles  and  to  the  "  lake-and-rail "  advances  (both 
of  which,  by  the  way,  were  denied),  the  only  busi- 
ness organizations  entering  an  appearance  against 
the  general  5-per-cent.  raise  were  located  outside  the 
territory  traversed. 

ReUef  was  not  granted  affecting  the  whole  ter- 
ritory forthwith.  In  July,  1914,  advances  were 
sanctioned  only  affecting  that  part  of  the  area  in 
which  the  roads  had  made  the  most  desperate  show- 
ing. The  Commission  in  giving  this  partial  award 
expressed  doubt  about  the  spontaneity  of  the  "cam- 
paign of  publicity."  Their  declination  at  that  time 
to  extend  the  advance  over  the  whole  region  evoked 
general  and  vigorous  condemnation  from  the  press 
and  from  many  leading  freight-rate-payers.  Po- 
litical influence  of  high  potency  was  also  exerted 
upon  the  Commissioners.  Using  as  the  occasion 
later  statistics  of  financial  condition  than  had  before 
been  available  and  the  special  burdens  imposed  by 
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the  war  in  Europe,  the  Commission  in  December 
enlarged  the  geographical  scope  of  the  advance. 

Note,  then,  that  the  first  sanction  for  a  general 
rate  advance  over  a  large  territory  was  obtained 
under  these  conditions: 

1.  The  railroad  managers  had  mastered  their  own 
case  and  presented  it  personally  and  by  document  to 
the  typical  shippers  of  the  area. 

2.  The  movement  had  not  only  co-operation,  but 
active  leadership  of  representative  freight-bill-pay- 
ers, actuated  by  the  behef  that  their  own  business 
interest  would  be  served  by  paying  higher  rates. 

3.  Political  leaders  made  known  their  conviction 
that  an  advance  was  in  the  pubHc  interest  and  in 
accordance  with  the  public  wish. 

This  incident  led  some  observers  to  declare  that 
if  the  United  States,  imder  all  the  circumstances, 
could  face  about  on  that  proposition  within  six  short 
years  and  carry  the  point  without  a  ripper  bill, 
then  not  only  could  railways  be  regulated  and  be 
kept  solvent,  but  so  could  business  corporations. 
Some  went  so  far  as  to  regard  what  had  happened  as 
a  sufl&cient  test  of  capacity  for  self-government. 

THE  PUBLIC  POLICY 

A  new  policy,  to  be  workable,  required  at  least  two 
conditions  other  than  publicity  and  public  willing- 
ness to  be  convinced  and  to  exert  pressure  upon  the 
Commission.  The  policy  itself  must  be  clear,  and 
the  mechanism  of  regulation  must  be  adequate  for 
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determining,  to  the  popular  satisfaction,  whether 
in  a  given  region  at  a  given  time  the  correct  appli- 
cation of  the  policy  calls  for  action;  and  if  so  whether 
the  action  required  is  an  advance  in  rates  or  a  relief 
from  expenses  or  both  and  to  what  extent.  Here 
we  have  a  pat  illustration  of  one  of  the  chief  tests 
to  which  skeptics  about  self-government  would  sub- 
ject our  institutions.  Can  a  democracy,  they  in- 
quire, form  clear  purposes,  obtain  exact  knowledge, 
and  adhere  to  a  poUcy  based  thereon  with  sufficient 
stability  to  keep  its  bread-winning  activities  out  of 
bankruptcy? 

First — ^what  was  the  policy?  Members  of  the 
Commission  upon  the  argument  in  the  reopened 
6-per-cent.  case  engaged  in  a  colloquy  with  an  at- 
torney of  the  Wabash  Railroad,  James  L.  Minnis  of 
St.  Louis. 

The  duty  to  furnish  transportation  to  the  citizens, 
Mr.  Minnis  began,  had  often  been  announced 
through  the  Supreme  Court  as  one  devolving  upon 
the  government.  The  traditional  pohcy  of  the  gov- 
ernment had  been  to  perform  this  duty  by  relying 
upon  private  investors,  who  owe  no  duty  and  invest 
voluntarily,  if  at  all.  The  continuance  of  that  poUcy, 
he  went  on,  depends  upon  railroad  investments  being 
safe  and  attractive  to  private  investors,  because  if 
they  be  not  so,  investors  will  not  furnish  the  money, 
the  poUcy  will  fail,  and  the  government  will  fail  to 
discharge  its  duty  to  its  citizens.  Statutes  had  been 
enacted  in  execution  of  that  policy,  culminating  ' 
the  law  under  which  the  Interstate  Commerce  Com- 
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mission  was  acting  in  this  case.  The  policy  of  the 
government,  in  so  far  as  it  affects  the  credit  of  the 
carriers,  no  longer  reposed  in  statutes  of  fixed  terms 
which  might  be  understood  and  relied  upon,  but  in 
the  rulings  and  decisions  of  the  Conunission. 

"Do  you  wish  to  be  understood,"  inquired  Com- 
missioner Hall,  "as  suggesting  that  Congress  has 
delegated  to  this  Commission  the  right  to  determine 
questions  of  pubUc  policy?" 

"No,"  rephed  Mr.  Minnis;  "the  act  gave  you 
power  to  carry  out  the  public  poUcy." 

Mr.  Minnis  then  proceeded  to  state  objections  to 
the  rule,  repeatedly  urged  as  correct  by  advocates 
before  the  Conunission,  that  "a  reasonable  rate  is 
one  which  will  produce  the  legitimate  outlays  of  the 
carrier  and  a  reasonable  return  on  the  value  of  its 
property."  This  rule  he  pronounced  contrary  to  the 
poUcy  of  the  government.  It  had  its  origin,  he  said, 
in  a  case  brought  to  enjoin  enforcement  of  reductions 
on  the  ground  that  they  would  confiscate  the  car- 
rier's property,  which  the  court  held  proved  and  en- 
joined the  rates.  This  decision,  Mr.  Minnis  pointed 
out,  only  limited  the  government  to  the  point  at 
which  it  must  stop  in  rate-reductions — it  did  not 
deny  the  right  of  the  carrier  to  rates  higher  than 
that.  The  rule,  he  said,  did  not  even  guarantee  that 
the  return  in  good  years  could  be  large  enough  to 
recoup  for  previous  losses.  Investors  revolt  against 
the  idea  of  taking  all  the  risks  and  losses  with  no 
hope  of  large  rewards.  Under  this  rule,  moreover, 
"you  cannot  adjust  rates  to  meet  a  foreseen  change 
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in  cost  of  doing  business,  but  must  wait  until  your 
losses  have  continued  a  sufficient  length  of  time  to 
justify  the  beUef  that  the  changed  conditions  are 
permanent."  No  business,  he  said,  can  prosper 
under  such  circumstances.  The  people  had  coined 
such  phrases  as  ''foresight,"  "take  time  by  the  fore- 
lock," "an  ounce  of  prevention,"  to  express  an  in- 
dispensable element  in  success. 

"Well,"  asked  Commissioner  Clark,  "is  there  any 
place  where  an  investor  can  put  his  money  with  any 
guarantee  that  it  will  earn  a  profit?" 

"No,"  answered  Mr.  Minnis,  "but  he  can  put  his 
money  where  he  has  a  chance  of  getting  not  only 
a  reasonable  return,  but  larger  than  a  reasonable 
return." 

Clifford  Thome,  chairman  of  the  Iowa  Railroad 
Conamission,  asked  what  basis  Mr.  Minnis  would 
suggest.    This  was  the  reply: 

"The  Conunission  ought  to  allow  such  advances  as, 
in  the  exercise  of  sound  business  judgment  and  fore- 
sight, the  evidence  shows  reasonably  necessary  to 
make  railroad  investments  sufficiently  attractive  to 
enable  the  carriers  to  obtain  from  private  investors 
the  money  which  they  must  have  in  order  to  afford 
facilities  reasonably  adequate  for  the  transportation 
demanded  by  the  public." 

Right  to  exercise  foresight  had  been  taken  from 
the  carriers  by  the  power  of  the  Conamission  to  sus- 
pend tariffs,  and  as  this  right  must  rest  somewhere, 
it  now  rested  with  the  Commission. 

"Congress,"    objected    Commissioner    Clements, 
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"has  put  its  hand  on  the  subject  and  said  that  rates 
must  be  reasonable  and  just." 

"I  claim,"  replied  Mr.  Minnis,  "that  all  the  acts 
of  Congress  that  relate  to  the  same  subject  must  be 
taken  together.  When  read  together  the  power  of 
the  Conmiission  to  fix  reasonable  rates  necessarily 
includes  the  power  to  carry  out  the  policy  of  the 
government.  Rates  which  are  necessary  to  carry 
out  that  policy  are  necessarily  reasonable  rates." 

From  the  subsequent  decision  granting  the  ad- 
vance Commissioner  Clements  dissented;  and  his 
view  of  its  significance  was  thus  expressed: 

"By  this  step  the  Commission  is  shown  to  deem 
itself  justified  in  sanctioning  increased  rates  upon  con- 
sideration of  general  financial  and  operating  results." 

Afterward,  the  Eastern  sanction  turned  out  not  to 
be  a  declaration  of  permanent  poHcy,  since  it  was 
followed  the  next  year  by  the  Western  case,  in  which 
no  finding  as  to  needs  of  the  roads  was  announced 
and  advances  granted,  where  any  were  granted, 
without  reference  to  needs.  In  order  to  make  per- 
manent and  unquestioned  the  policy  of  Congress  it 
was  recognized  that  there  remained  to  be  carried 
through  at  least  one  more  campaign  of  popular  edu- 
cation on  behalf  of  a  provision  of  law  explicitly  direct- 
ing the  Commission  to  protect  as  well  as  restrain  the 
roads. 

KECHANISM  FOR  REGULATION 

Regulatory  mechanism  was  regarded  as  late  as 

1916  as  still  needing  readjustment  by  law. 
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Authorities  of  one  State  could  put  burdens  on  the 
people  of  another  State  through  local  regulation  of 
railways  common  to  both,  and  the  Federal  govern- 
ment did  not  protect  one  State  against  another. 
The  nation  as  a  whole  suffered  from  impairment  of 
its  transportation  system  due  to  conflict  between 
one  State  and  another  and  between  the  Federal  gov- 
ernment and  the  States.  The  remedy  proposed  for 
this  was  that  Congress  should  "act"  imder  its  con- 
stitutional power  and  "occupy  the  field";  in  other 
words,  that  the  Federal  authority  should  be  extended 
over  all  instrumentalities  of  interstate  commerce. 

State's-rights  sentiment  might  once  have  been  ex- 
pected to  offer  a  hopeless  obstacle  to  such  federaliza- 
tion, but  it  looked  as  if  a  change  had  occurred  in  this 
respect  as  in  the  matter  of  mobilized  bank  reserves. 
Alfred  P.  Thom,  general  coimsel  for  the  Southern 
Railway,  evoked  a  response  by  an  argumetit  in  this 
form:  that  every  State  had  a  constitutional  right 
to  that  protection  from  other  States  which  could  alone 
be  afforded  by  Federal  regulation.  The  war  in  Eu- 
rope, also,  shocking  Americans  into  anxiety  about 
their  own  safety,  turned  the  minds  of  Southerners 
as  well  as  others  into  national  channels,  and  made 
them  think  of  the  railway  system  as  a  national 
instrument  of  defense.  Senator  Underwood  of  Ala- 
bama reported  that  both  business  and  agricultural 
audiences  in  his  State  eagerly  applauded  when  he 
advocated  Federal  regulation  of  carriers. 

The  Interstate  Commerce  Commission,  agaii?'^ 
could  not  under  the  law  order  rates  raised  or  bring 
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about  a  raise  except  by  concurrence  of  all  roads  in- 
volved in  a  given  case.  It  was  proposed  that  au- 
thority be  conferred  to  fix  minimum  as  well  as  maxi- 
mum rates.  Without  such  power,  it  was  said,  they 
were  sometimes  unable  to  eliminate  undue  dis- 
crimination without  diminishing  aggregate  revenue, 
when  larger  rather  than  smaller  earnings  might  be 
needed. 

ADMINISTRATIYE  ORGANIZATION 

In  administrative  organization  the  Commission 
was  unsatisfactory.  Much  progress  had  been  made, 
it  was  admitted.  It  was  a  long  journey  from  that 
August  morning  in  1910  when  Judge  George  Brown, 
an  examiner  for  the  Commission,  hammered  on  a 
table  in  Cliicago,  signal  for  railroad  officers  to  begin 
swearing,  on  lines  laid  down  by  themselves,  that  the 
companies  needed  more  money,  to  the  day  in  1915 
when  Commissioner  Daniels,  hearing  the  Western 
rate  case  in  the  same  city,  summoned  an  employee 
of  the  Conmiission  to  present  facts  prepared  for  the 
Commission  on  lines  laid  down  by  it.  The  change 
illustrates  the  development  of  technical  method. 

In  1910  the  power  to  suspend  advances  and  the 
burden  of  proof  on  the  carriers  were  novel.  The 
railway  lawyers  had  no  idea  what  line  of  testimony 
or  argument  would  appeal  to  the  Conmiission  and 
the  Commission  did  not,  if  indeed  it  could,  tell  them. 
Shippers  were  enjoying  a  new  kind  of  hunt  in  which 
the  big  game  was  tied  to  a  post  to  be  shot  at,  and 
they  employed  such  arms  and  projectiles  as  they 
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might  command  in  an  emergency.  Three  years 
later  all  concerned  had  before  them  the  decision  in 
the  previous  case,  in  which  the  Commission  indicated 
some  points  upon  which  another  time  it  would  expect 
to  be  satisfied  as  to  earnings  in  the  absence  of 
specific  authority  on  that  phase.  Much  was  learned, 
again,  in  1913  and  1914  which  enabled  Commissioner 
Daniels  to  shorten  and  simplify  the  Western  pro- 
ceedings of  1915. 

For  many  years  the  principal  work  of  the  Com- 
mission in  straightening  out  improprieties  and  an- 
achronisms in  the  rate  structure  had  proceeded, 
whether  by  correspondence  and  informal  conference 
or  by  formal  complaint  and  hearing,  with  hardly  any 
pubUc  consciousness  that  such  regulation  was  going 
on.  The  machinery  had  become  so  perfected  that 
it  did  not  squeak.  A  good  deal  of  noise  had  been 
made  building  and  installing  larger  equipment  for 
disposing  of  larger  questions.  Some  thought  that 
these  larger  questions  would  themselves  become 
routine  if  the  national  pohcy  were  once  settled. 
Given  a  standing  general  mandate,  and  a  Commis- 
sion disposed  to  act  accordingly,  the  mechanism 
which  had  now  been  developed  would  act  practically 
by  automatic  process.  When  a  group  of  railways  on 
the  average  showed  a  net  corporate  income  falling 
below  a  traditional  danger-line,  clerks  maintained 
for  that  purpose  could  regularly  lay  the  situation 
before  their  superiors,  who  could  invite  the  railway 
managers  of  the  region  to  confer.  Under  such  a 
system  no  representative  of  a  railway  would  be  com- 
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pelled  to  set  himself  up  as  a  target  by  stating  his 
situation  and  presenting  his  needs.  The  Commia- 
sion  would  have  continually  in  hand  sufficiently  cur- 
rent data  to  settle  any  question  which  might  come 
before  it  without  the  necessity  of  a  long-drawn-out 
investigation. 

This,  however,  would  take  some  reorganization. 
The  Conunission  was  asking  for  statutory  authority 
to  assign  specific  phases  of  the  work  to  individual 
Commissioners.  All  concerned  saw  that  the  prose- 
cutor and  the  judge  ought  not  to  be  the  same  person 
and  that  the  judge  ought  not  to  be  in  charge  of 
expert  mechanical  tests.  Local  and  regional  condi- 
tions, moreover,  could  not  be  intimately  known  to 
the  Commissioners.  Congress  was  urged  to  equip 
the  Commission  with  high-grade  bureaus  and  with 
ten  or  fifteen  regional  sub-commissions,  ignoring 
State  lines,  and  acting  in  areas  defined  by  business 
movement;  boards  appointed  by  the  President  with 
salaries  higher  than  the  average  of  State  railroad 
comnussioners,  with  long  terms,  and  with  the  func- 
tion of  disposing  of  informal  complaints  and  report- 
ing to  Washington,  like  masters  in  chancery,  their 
findings  on  matters  requiring  formal  orders. 

I 

ANOTHER  BALANCE-WHEEL 

Bankers,  under  the  Federal  Reserve  Act,  were  to 
co-operate  in  their  own  regulation  through  the  Ad- 
visory Council  to  the  Federal  Reserve  Board.  Or- 
ganization of  railway  officers  was  at  the  same  time 
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going  forward  and  furnishing  an  analogy  at  least  to 
the  organizations  through  which  bankers  had  de- 
veloped leaders  and  policies  and  could  co-operate, 
when  permitted,  with  the  government. 

A  dozen  railway  presidents,  like  the  dozen  repre- 
sentatives of  banking  regions,  were  chosen  by  the 
whole  industry  to  a  Railway  Executives*  Advisory 
CoDomittee  on  Federal  Legislation.  It  was  this  body, 
of  which  the  chairman  was  Frank  Trumbull,  chair- 
man of  the  Chesapeake  &  Ohio,  that  presented  to 
President  Wilson  after  the  European  war  broke  out 
a  request  that  he  issue,  which  he  did,  an  appeal  to  the 
pubUc  on  behalf  of  the  railroads.  It  was  this  com- 
mittee also  which  successfully  urged  upon  Congi'ess 
a  recommendation  of  President  Wilson  for  a  special 
committee  to  make  "a  fresh  assessment  of  circum- 
stance" affecting  the  roads,  and  which  after  many 
months  of  conference  presented  before  the  Joint 
Committee  of  Congress  in  the  winter  of  1916  certain 
specific  recommendations,  chiefly  for  Federal  char- 
ters. Federal  regulation  of  security  issues.  Federal 
regulation  of  all  rates,  and  a  statutory  policy  of  en- 
couragement to  improvements  and  extensions.  The 
Tnunbull  committee  was  a  thoroughly  representa- 
tive body,  whose  systematic  ascertainment  of  the 
views  of  all  the  companies  could  give  authority  to 
its  reconmiendations,  commanding  the  support  of  the 
whole  transportation  industry  and,  it  was  hoped,  of 
the  public  also.  Through  its  chairman  and  its  coun- 
sel, Alfred  P.  Thom,  with  a  well-organized  staff,  this 
committee  carried  its  argument  to  citizens  in  all  the 
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States  through  speeches,  conferences,  newspaper 
pubUcity,  and  pamphlets. 

Of  longer  standing  was  a  suosidiary  organization 
of  the  American  Railway  Association,  the  Com- 
mittee on  Relation  of  Legislation  to  Railway  Opera- 
tion— the  word  "operation"  technically  meaning  that 
part  of  the  transportation  business  which  involves 
providing  and  maintaining  the  property  and  running 
the  trains.  Before  conmiittees  of  Congress  or  before 
the  Interstate  Commerce  Conmiission  and  its  agents 
this  conmiittee  presented  expert  testimony  on  meas- 
ures for  regulation  of  safety;  and  it  also  dealt 
similarly  with  State  authorities.  The  American 
Railway  Association  and  the  National  Industrial 
Traffic  League,  both  described  in  the  chapter  on 
*'The  Voice  of  All  Business,"  had  developed  to  a 
high  point  co-operation  in  working  out  between  the 
roads  and  the  shippers  on  technical  subjects  under- 
standings which  were  often  sanctioned  without  re- 
vision by  the  Interstate  Commerce  Conmiission. 

Special  temporary  committees  of  executives  and 
lawyers  usually  conducted  litigations  such  as  general 
rate  advance  cases  and  wage  arbitrations,  aided  by 
the  Bureau  of  Railway  Economics,  which  was  main- 
tained by  substantially  the  same  railway  companies 
as  those  represented  in  the  Executives'  Advisory 
Conmiittee.  This  Bureau  was  the  permanent  works 
for  research.  Its  library  was  expected  to  be  and 
stay  complete  on  matters  thought  to  bear  on  rates 
and  fares,  labor  conditions,  and  such  financial,  traf- 
fic, and  operating  phases  as  Congress  or  State  le^- 
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islatures  were  or  might  be  concerned  with.  This 
Bureau  avoided  expression  of  conclusions  and 
opinions.  By  reason  of  this  and  because  of  its 
record  for  accuracy  and  candor,  it  attained  the 
prestige  of  an  impartial  rather  than  a  partisan  source 
of  data.  Speciahzing  further  in  labor  matters,  the 
Eastern,  Southeastern,  and  Western  roads  set  up 
bureaus  to  handle  some  phases  of  labor  negotiation. 
In  1916  the  eight-hour-day  controversy  was  dealt 
with  by  a  national  conference  of  managers  aided  by  a 
coaUtion  of  these  three  information  bureaus,  and 
after  the  events  of  August,  when  the  eight-hour  law 
was  enacted,  a  national  committee  of  presidents  was 
formed  to  frame  policies  toward  labor  legislation. 
In  the  making  of  rate  classifications  the  Western  and 
the  Eastern  lines  each  appointed,  with  power,  a 
small  committee  which  heard  cases  like  a  court,  in- 
viting the  Interstate  Commerce  Commission  to  have 
an  agent  present,  which  it  often  did,  and  supplying 
the  Conmiission  daily  with  a  transcript  of  its  doings. 
In  short,  the  definite  relation  of  the  railways  to  the 
government  was  different  from  that  of  banking  in 
one  practical  aspect.  The  banks  had  few  points  of 
contact  with  the  government,  and  Congress  estab- 
lished by  statute  a  council  to  act  as  go-between. 
The  railways  had  many  and  diverse  points  of  con- 
tact with  the  government,  and  their  agencies  for 
dealing  with  it  were  numerous,  voluntary,  and 
created  by  use  instead  of  by  statutory  edict.  The 
Chamber  of  Commerce  of  the  United  States  par- 
ticipated in  discussion  of  the  eight-hour-day  con- 

300 


THE  NEW  ERA   IN  RAILWAY  REGULATION 

troversy  in  1916  through  two  referenda  on  proposed 
provisions  for  improvement  of  regulatory  mechanism. 
In  the  midst,  then,  of  lugubrious  prophecy,  and  of 
clamor  for  goverimient  ownership,  practical  progress 
toward  solvency  under  regulation  had  been  made, 
and  what  remained  to  be  attained  in  that  direction 
was  under  the  same  sort  of  discussion  and  conference 
as  had  enabled  democracy  to  work  out  the  miracle 
in  bank  legislation.  Nobody  could  reasonably  pro- 
nounce railway  regulation  a  failure  until  such  process 
had  been  fully  tried. 


r* 


Chapter  XIII 

ORIENTING  THE  REGULATION  OF  TRADE 
THE   "terror"   THAT  DID  NOT  COME 

ONLY  less  a  miracle  than  the  Reserve  Act  and 
the  advance  in  Eastern  freight-rates  was  the 
outcome  in  the  regulation  of  trade. 

For  a  decade  and  a  half  ''big  business,"  including 
railways,  had  been  the  leading  subject  of  poUtical 
discussion.  The  successful  candidate  for  President 
in  1912  had  put  through  as  Governor  of  New  Jer- 
sey a  program  of  legislation  to  stop  the  creation  of 
certain  types  of  combines  and  to  eradicate  certain 
forms  of  competition.  His  national  party  platform 
demanded  "such  additional  legislation  as  may  be 
necessary  to  make  it  impossible  for  a  private  monop- 
oly to  exist  in  the  United  States"  and  favored  "the 
declaration  by  law  of  the  conditions  upon  which  cor- 
porations shall  be  permitted  to  engage  in  interstate 
trade."  The  President  immediately  after  inaugm-a- 
tion  called  Congress  in  special  session  and  laid  before 
it  a  measure  to  define  what  business  corporations 
might  and  what  they  must  not  do,  and  to  provide  for 
their  supervision.  Two  bills  were  enacted,  one  de- 
claring certain  specific  practices  unlawful  and  au- 
thorizing the  Federal  Trade  Commission  to  enforce 
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such  provision  with  aid  of  the  courts,  the  other  cre- 
ating the  Commission  and  authorizing  it  to  stop, 
with  aid  and  concurrence  of  the  courts,  all  "unfair 
methods  of  competition."  This  was  similar  to  the 
Interstate  Commerce  Act  up  to  a  certain  point. 
The  Interstate  Conmierce  Commission  could  compel 
a  raiboad  to  establish  a  specified  practice.  The 
Federal  Trade  Commission  could  not  do  this  except 
through  reconmiendation  to  the  Attorney-General 
or  to  the  court.  It  could,  however,  order  any  prac- 
tice stopped,  subject,  as  were  the  orders  of  the 
Interstate  Commerce  Conunission,  to  court  review. 

Thus  the  beginning  of  1915  saw  organized  in 
Washington  a  tribunal  clothed  with  power  to  hale 
into  court  any  corporation  deemed  by  it  to  be  guilty 
of  the  methods  denounced  by  the  Clayton  Act — 
price  discrimination,  exclusive  tying  contracts,  inter- 
corporate stock  holding,  and  interlocking  directo- 
rates between  competing  corporations — or  of  any 
other  methods  of  competition  deemed  by  the  Com- 
mission "unfair." 

Precisely  the  situation  which  the  Democratic  plat- 
form and  the  trend  of  discussion  had  given  reason  to 
expect,  and  a  situation  from  which  many  anticipated 
a  Reign  of  Terror.  If  you  had  been  sitting  down 
with  manufacturers  or  merchants  in  any  line  of 
trade  you  had  been  hearing  that  agents  of  the  De- 
partment of  Justice  and  of  the  Bvu-eau  of  Corpora- 
tions were  attending  conventions  of  business  organi- 
zations, watching  their  committees  and  employees, 
and  endeavoring  to  ascertain  whether  the  Sherman 
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Act  was  being  violated.  Members  had  told  you 
that  their  organizations  were  maintained  for  eleva- 
tion of  ethical  and  other  business  standards  and  that 
their  officers  visiting  Washington  for  the  purpose  of 
urging  sanction  for  price  and  other  agreements  were 
not  so  regarded,  but  were  shunned  and  stigmatized 
as  conspirators  and  lawbreakers.  Some  groups  had 
been  prosecuted,  some  convicted,  others  acquitted, 
still  others  had  not  been  reached,  or  had  been  pro- 
nounced "good,"  and  what  one  administration 
looked  upon  as  "good"  the  next  got  after  with  a 
sharp  stick.  Nervous  prostration  was  epidemic.  It 
was  in  that  state  of  mind  that  men  in  many  lines  of 
trade  greeted  the  transference  of  the  Commissioner 
of  Corporations  to  the  chairmanship  of  the  Trade 
Commission  and  the  transformation  of  his  power 
from  that  of  inquiry  to  that  of  ordering  business  men 
to  desist  from  practices  on  pain  of  being  labeled  law- 
breakers, of  being  dragged  into  court  to  test  the 
soundness  of  the  accusation,  and  perhaps  of  being 
indicted  on  the  evidence  under  the  penal  clauses  of 
the  anti-trust  acts — a  power  which,  judging  by  the 
energy  of  the  enactment,  would  be  promptly  and 
vigorously  exercised. 

Nothing  of  the  kind  occurred.  The  spirit  in  which 
the  Trade  Commission  began  and  continued  its  work 
was  afterward  expressed  by  Edward  N.  Hurley,  then 
its  chairman,  in  his  book,  Awakening  of  Business. 
Mr.  Hurley  declared  "co-operation"  the  "watch- 
word of  the  new  day — co-operation  among  business 
men,  co-operation  between  employer  and  employee, 
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co-operation  between  business  and  government." 
The  construction  of  the  Sherman  law,  he  asserted, 
"has  ceased  to  be  a  mere  legal  question;  it  is  now  a 
public,  an  economic,  or,  if  you  please,  a  business 
question."  Government  and  business,  he  said,  "more 
than  anything  else  need,  as  it  were,  to  sit  down  to- 
gether and  consider  the  problem  of  our  business  and 
industrial  welfare,  not  from  the  point  of  view  of  the 
law-books,  but  from  the  point  of  view  of  economic 
development."  In  making  its  preliminary  investi- 
gation of  complaints  concerning  alleged  unfair  prac- 
tices, the  Commission  "does  not  use  the  methods 
of  a  detective  bureau,"  and  "has  often  given  a  party 
the  opportunity  of  discontinuing  the  unfair  method 
of  competition  before  it  issues  a  formal  complaint 
against  him." 

While  adhering  steadfastly  to  the  doctrine  of  loy- 
alty to  the  statutes  as  they  stand,  and  while  setting 
its  face  against  amendments  which  would  permit  re- 
straints of  trade  in  the  domestic  sphere,  the  Com- 
mission turned  the  public  and  political  thought  of 
the  country,  so  far  as  it  could,  toward  constructive 
measures  such  as  the  sanction  of  restraints  on  com- 
petition by  agreement  under  governmental  super- 
vision in  export  trade,  in  domestic  trade  where  it 
involved  natural  resources,  and  in  regulated  public 
utihties.  The  influence  of  this  emphasis  was  seen 
in  the  adoption  overwhelmingly  by  the  Federal 
House  in  the  Sixty-fourth  Congress  of  the  Webb  bill 
allowing  co-operation  among  competitors  in  exports. 

How  will  the  historian  explain  such  an  outcome? 

205 


ARE  WE  CAPABLE  OF  SELF-GOVERNMENT? 

To  what  did  the  country  owe  the  opportunity  to 
acquaint  itself  with  the  question  of  competition  in 
business  before  entering  upon  a  new  shambles  of 
prosecution  and  a  new  agony  of  litigation? 


PUBLIC  OPINION  NOT  YET  RIPE 

A  simple  answer  is  that  officials  concerned  had 
come  to  see  that  the  public  mind  had  not  reached  as 
to  regulation  of  business  corporations  anything  like 
the  enUghtenment  or  crystallization  of  thought  that 
had  been  demonstrated  in  the  matter  of  banking  and 
currency  and,  m  the  East,  the  matter  of  freight- 
rates.  It  appears  to  be  a  fact  that  Congress  as  a 
whole,  and  perhaps  also  the  President,  took  the  oath 
of  office  in  March,  1913,  believing  that  the  country 
was  clearer  in  its  purposes  on  anti-trust  legislation 
than  on  banking.  The  experience  of  three  hard  ses- 
sions taught  the  opposite. 

President  Roosevelt  had  suggested  taking  the  rail- 
roads out  from  under  the  Sherman  Act,  but  this 
never  was  made  the  subject  of  investigation.  The 
railroads  did  not  care  particularly  about  it,  and  no- 
body else  felt  interest  enough  to  compile  data,  to 
say  nothing  of  touring  the  country  for  hearings  and 
conferences.  The  series  of  decisions  by  the  Supreme 
Court  from  sugar  down  to  tobacco  had  evoked 
speeches  and  editorials;  the  Industrial  Commission 
had  heard  testimony  about  abuses  of  combines;  the 
Senate  had  held  hearings  in  Washington  at  which 
information  and  views  were  given  by  an  unprece- 
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dented  list  of  eminent  lawyers,  economists,  and 
business  men  on  corporate  practices  and  problems; 
books  and  magazines  without  number  had  told  how 
competition  and  monopoly  were  dealt  with  in  Can- 
ada, in  Germany,  in  Australasia;  economic  clubs  had 
held  debates  upon  regulated  competition  versus  regu- 
lated monopoly ;  but  what  government  or  other  body 
had  digested,  as  the  Aldrich  Commission  had  digested 
its  gleanings,  the  mass  of  available  material  upon 
trade  practices,  framed  a  tentative  scheme  and  car- 
ried it  to  the  citizens  in  State  after  State  for  their 
comments  and  proposals? 

John  W.  Weeks  of  Massachusetts  told  the  Senate 
that  "What  we  are  doing  now  is  done  without  the  aid 
of  technical  knowledge."  Business  men  themselves, 
he  said,  "are  not  agreed  as  to  the  proper  solution 
of  the  question  at  issue."  They  might  be  influ- 
enced, he  conjectured,  to  advocate  a  trade  com- 
mission with  limited  powers,  "beheving  that  that 
would  practically  break  down  the  operation  of  the 
Sherman  Act,"  or  they  might  oppose  a  commission 
"because  they  think  it  would  hamper  and  restrict 
their  business  operations. ' '  They  did  not  know ' '  any 
better  than  the  legislators  who  are  engaged  in  fram- 
ing this  legislation  what  the  results  of  its  enactment 
will  be." 

Business  men  had  not  had  mechanism  until  very 
recently  for  exchange  of  views.  Economists  had  not 
been  drawn  in  on  a  working  basis.  Politicians  were 
groping,  many  of  them  hearing,  they  thought,  a  de- 
mand for  further  restrictions,  though  actually  there 
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was  in  this  field  nothing  approaching  in  definiteness 
the  mandate  which  after  years  of  organized  educa- 
tion the  pubUc  had  given  for  banking  and  currency 
legislation.  One  reason  for  this  was  that  whereas 
national  banking  and  currency  is  a  homogeneous  pur- 
suit, all  those  engaged  in  it  being  members  of  one 
association  and  all  doing  business  in  the  same  way, 
manufactures  and  trade  are  heterogeneous  to  the  ut- 
most degree,  those  engaged  organized  not  in  one  but 
in  hundreds  of  separate  associations,  and  doing  busi- 
ness in  a  multitude  of  ways  according  to  the  kind  of 
business.  No  man  could  say  what  was  ''business 
opinion"  about  trade  practices  or  about  the  law. 
Consumers  of  commodities,  too,  are  vastly  more  nu- 
merous than  consmners  of  credit,  and  could  be  polled 
much  less  satisfactorily  than  could  consumers  of 
credit. 

STILL  ANOTHER  BALANCE-WHEEL 

Heterogeneous  business  had  lately  organized. 
The  Chamber  of  Commerce  of  the  United  States  was 
formed  for  the  precise  pm^pose  of  gathering  informa- 
tion, disseminating  it  among  business  men,  develop- 
ing and  ascertaining  business  opinion,  and  making 
both  information  and  opinion  available  to  Congress 
by  open  methods.  But  what  leadership  could  the 
Chamber  of  Commerce  exert  in  connection  with  a 
subject  upon  which  information  had  not  even  been 
gathered,  not  to  say  digested,  upon  which  the  busi- 
ness community  possessed  hardly  an  elementary 
preparation  for  discussion  and  no  medium  for  ex- 
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change  of  ideas,  and  upon  which,  nevertheless,  Con- 
gress was  evidently  about  to  act? 

The  Chamber  appointed  a  special  committee  of 
manufacturers,  lawyers,  and  economists  to  get  close 
to  the  legislative  situation  and  do  the  best  it  might 
by  way  of  compiling  knowledge  and  framing  recom- 
mendations. What  could  they  reconomend?  The 
President  had  included  this  measure  in  his  program ; 
the  Democratic  leaders  had  adopted  the  program; 
it  was  manifest  that  some  sort  of  a  conunission 
would  be  established.  To  oppose  its  creation  would 
impair  the  influence  of  the  Chamber  as  to  the  pro- 
visions. The  committee  therefore  reconmiended  in 
its  report  that  constituents  upon  referendum  should 
favor  creation  of  a  trade  commission,  but  with 
limited  powers.  The  members  of  the  Chamber  of 
Conmierce,  relying  upon  the  practical  judgment  of 
their  special  conmiittee,  voted  for  a  conmiission. 
That  is  what  is  meant  when  anybody  says  that  the 
business  men  of  the  country  were  overwhelmingly  in 
favor  of  such  a  tribunal.  They  knew  they  were  go- 
ing to  get  one,  and  did  not  care  to  be  out  in  the 
street  when  the  details  were  being  worked  out. 

Representatives  of  the  Chamber  of  Conmierce 
found  members  of  Congress  and,  above  all,  the 
President,  ready  to  acknowledge  that  whatever  the 
new  organization  had  done  had  been  in  a  spirit  of  co- 
operation and  to  welcome  its  advice.  Before  the 
Chamber  in  February,  1915,  the  President  and  three 
members  of  the  Cabinet,  not  to  speak  of  depart- 
mental chiefs,  delivered  addresses,  and  Senator  Bur- 
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ton  of  Ohio  left  an  important  ship-purchase  contest 
at  the  Capitol  to  spend  part  of  a  day  with  the 
Chamber.  The  delegates  in  such  an  atmosphere 
authorized  their  President  to  form  a  permanent  com- 
mittee to  co-operate  with  the  Trade  Commission  and 
President  Wilson  let  it  be  known  that  this  action 
had  been  preceded  by  assm-ance  that  the  Trade 
Conunission  would  welcome  systematic  counsel  from 
the  Chamber. 

Inasmuch  as  the  Trade  Commission  law,  unlike 
the  Federal  Reserve  Act,  had  made  no  provision 
for  an  advisory  council,  the  committee  from  the 
Chamber  of  Conmaerce  undertook  forthwith  to  per- 
form the  function  of  giving  the  new  tribunal  direct 
and  authoritative  access  to  business  opinion  and 
knowledge. 

The  conmiittee  was  headed  by  Harry  A.  WTieeler, 
vice-president  of  the  Union  Trust  Company,  Chicago 
(one  of  the  bankers  who  had  advocated  an  advisory 
council  for  the  Federal  Reserve  Board),  former  presi- 
dent of  the  Chicago  Association  of  Commerce,  and 
first  president  of  the  National  Chamber.  It  was 
Mr.  Wheeler's  expressed  conviction  that  "we  are 
much  nearer  to  an  understanding  of  our  present-day 
problems"  and  that  "great  confidence  in  the  future 
is  fundamentally  sound."  The  enactment  of  the 
legislation  of  1914,  Mr.  Wheeler  believed,  "is  not  the 
end  of  the  chapter,  but  the  beginning  of  a  new  ex- 
perience for  the  commercial  interests";  the  respon- 
sibiUty  of  business  men  not  "to  accept  without  pro- 
test whatever  unfavorable  results  arise,  but  rather  to 
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analyze  and  study  the  application  of  the  law  to  act- 
ual conditions  and  to  contend,  as  speedily  as  proper 
ground  may  be  found,  for  such  amendments  as  the 
results  of  actual  experience  prove  to  be  necessary" — 
to  organize  and  co-operate  with  the  Conmiission 
*' rather  than  assume  the  attitude  of  being  critically 
indififerent  or  positively  obstructive." 

Mr.  Wheeler's  colleagues  on  the  committee  were 
W.  L.  Saunders  of  New  York,  chairman  of  the  In- 
gersoll-Rand  Company,  manufacturers;  Guy  E. 
Tripp  of  New  York,  chairman  of  the  Westinghouse 
Electric  and  Manufacturing  Company;  Alfred  B. 
Koch  of  Toledo,  president  of  the  National  Retail 
Dry-goods  Association;  J.  P.  Cotton  of  New  York, 
lawyer  (partner  of  former  United  States  Senator 
John  C.  Spooner  of  Wisconsin) ;  Rush  C.  Butler  of 
Chicago,  lawyer,  of  Cassoday,  Butler,  Lamb  &  Foo- 
ter; Alexander  W.  Smith  of  Atlanta,  lawyer;  Henry 
W.  Seager  of  New  York,  Professor  of  Pohtical 
Economy,  Columbia  University;  I.  C.  White  of 
Morgantown,  West  Virginia,  State  geologist  and 
mining  expert. 

The  Trade  Commission  organized  on  March  16. 
The  Chamber  of  Conmierce  conmiittee  had  its  first 
conference  with  the  Commission  on  April  17.  The 
Chamber  arranged  to  receive  from  day  to  day  prompt 
advice  of  communications  addressed  to  the  Trade 
Conmiission  by  citizens  and  organizations,  and  to 
have  present  at  hearings  in  Washington  and  else- 
where staff  reporters.  A  special  series  of  bulletins 
to  members  dealing  with  the  Trade  Commission  and 
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its  doings  was  begun  May  20  and  presented  with 
other  matter  the  testimony  offered  at  hearings  in 
condensed  form.  Members  of  the  Chamber  com- 
mittee appeared  before  the  Commission  at  its  pubUc 
hearings  on  sanction  for  co-operation  in  foreign  ex- 
port trade.  The  committee  undertook  research  to 
obtain  a  basis  for  discussion  and  interchange  of  views. 
Constituent  bodies  were  invited  to  form  their  own 
committees  and  in  numerous  instances  responded 
that  they  had  done  so  and  were  at  work  studying  the 
problem. 

The  Commission  after  conference  with  business 
groups  gave  its  opinion  upon  the  application  of 
existing  law  to  stated  situations.  In  one  year  forty- 
nine  such  interpretations  were  handed  down.  "In 
this  way,"  said  Harry  A.  Wheeler,  in  1917,  'Hhe 
Commission  is  working  out  the  lines  of  a  national 
policy  regarding  internal  trade,  a  policy  by  which 
every  one  may  definitely  test  his  own  enterprises  and 
plans  and  which  will  be  certain  in  applying  both 
correction  and  encoiu'agement."  Attorney-General 
Gregory  after  interviews  with  the  National  Chamber's 
Federal  Trade  Committee  publicly  indicated  the  cir- 
cumstances under  which  the  Department  of  Justice 
would  seek  assistance  of  the  Federal  Trade  Com- 
mission. The  Conunission,  on  the  other  hand,  sought 
the  co-operation  of  the  Department  of  Justice  in  the 
case,  for  instance,  of  news  print-paper  manufact- 
ure and  distribution,  inviting  the  Attorney-General 
to  have  his  staff  examine  information  which  the  Com- 
mission had  collected. 
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AN  UNOFFICIAL  VOICE 

Business,  in  short,  as  well  as  banking,  was  to  have 
a  potent  though  unofficial  voice  in  its  own  regulation. 
What  has  been  said  of  the  Advisory  Council  to  the 
Reserve  Board  applies  to  the  advisory  committee  of 
the  Chamber  of  Conmierce  for  the  Trade  Commission 
— ultimately  to  be  known  as  the  Trade  Committee. 
Note  these  points: 

1.  The  Chamber  committee  had  no  authority  of 
law.  Its  suggestions  could  only  prevail  if  and  as 
they  might  impress  the  Conmiission  and  Congress  as 
representing  disinterested  special  knowledge  and 
general  business  opinion.  The  Chamber  committee 
had  behind  its  proposals  the  enormous  power  of 
appeal  from  the  Commission  or  from  Congress  to 
the  public — a  power  great  in  proportion  to  the  non- 
partisan personnel  of  those  appealing. 

2.  The  chief  business  and  professional  men  could 
be  enlisted  for  the  Chamber  conunittee,  since  the 
work  demanded  no  relinquishment  of  private  occu- 
pation, required  only  a  small  amount  of  time  as 
compared  with  the  services  of  paid  government  of- 
ficers, and  presented  no  political  obstacles  such  as 
unwillingness  of  the  appointing  or  confirming  au- 
thority to  name  men  regarded  by  industry  and  com- 
merce as  their  leaders. 

3.  It  was  the  existence  of  the  Chamber  of  Com- 
merce of  the  United  States  that  made  such  an  ad- 
visory committee  possible.  The  Chamber  enjoyed 
the  confidence  of  £dl  concerned  because  never  speak- 
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ing  until  it  had  ascertained  in  advance  the  views  of 
its  constituents.  It  had  men  ready,  because  its 
operations  through  three  years  had  developed,  first — 
acquaintance,  one  region  with  another,  and,  second 
— the  habit  of  co-operative  study  and  joint  action 
on  a  plane  which  everybody  recognized  as  one  of 
high  public  spirit.  The  Chamber  committee  could 
and  did  act  instantly,  which  had  this  result : 

4.  A  tribunal  for  regulation  of  business  drew  its 
absolutely  first  breath  in  an  atmosphere  of  business 
and  business  at  its  American  best.  Commissions 
for  regulation  of  railways  had  usually  been  devel- 
oped under  one  of  two  handicaps.  Either  they  had 
worked  under  railway  domination  or  they  had  kept 
railway  men  at  arm's-length.  The  Interstate  Com- 
merce Commission  for  many  years  tended  toward 
the  arm's-length  poUcy.  Business  corporations  were 
now  to  be  regulated  and  business  men  were  so  or- 
ganized and  so  led  that  the  administration  and  the 
new  Conmiission  had  no  hesitation  in  bidding  them 
welcome  at  the  conference  table.  Thus  the  govern- 
ment had  the  advantage  of  business  experience  and 
business  judgment  without  any  misgiving  about  busi- 
ness domination  or  anti-public  motives.  Regulation 
of  business  corporations  could  be  evolved  having 
constantly  in  view  practical  business  problems  as 
business  men  have  to  deal  with  them. 

5.  The  Chamber  of  Commerce  committee  was  to 
be  permanent.  Not  only  had  representative  busi- 
ness been  in  at  the  framing  of  purposes,  attitude, 
program,  and  procedure  of  the  Trade  Commission, 
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but  it  would  be  in  at  the  inception  of  proposals  in 
the  Commission  or  in  Congress  in  the  future  for  new 
powers  and  new  policies.  New  officers  of  govern- 
ment would  be  greeted  by  it  on  the  doorstep.  Busi- 
ness men  had  in  the  past  called  in  a  physician  at  the 
stage  when  what  was  needed  was  an  imdertaker. 
They  would  now  maintain  a  lying-in  hospital  and 
indeed  a  bureau  of  eugenic  research.  At  first  sign 
of  a  tendency  giving  alarm  shared  by  the  rather 
impassive  economists  who  sat  with  business  men  and 
lawj'ers  upon  the  Chamber  of  Commerce  conmiittee, 
the  mechanism  was  ready,  geared,  and  oiled,  to  go 
right  out  to  370,000  business  men  in  850  business 
organizations  country-wide  with  a  full  study  of  both 
sides  and  an  opportunity  for  expression  of  sentiment. 

A  NATIONAL  MEDIATOR 

No  get-wise-quick  bonanza  had  been  discovered 
since  the  pains  and  weariness  which  the  country  had 
had  to  undergo  in  attaining  such  measure  of  banking 
enlightenment  as  it  got.  As  Senator  Aldrich  and  his 
colleagues,  Messrs.  Wilson  and  Glass  and  theirs, 
earned  financial  knowledge  in  the  sweat  of  their 
brows,  so  were  the  political  and  business  leaders 
now  toiling  in  their  turn  under  the  bhght  of  Cain 
to  gamer  some  wisdom  on  the  subject  of  business 
regulation.  The  world  was  as  wide  now  as  before. 
Experience  was  to  be  studied  in  as  many  countries, 
and  applied  to  infinitely  more  various  transactions. 
The  United  States,  in  the  mean  time,  had  not 
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ceased  to  be  a  democracy.  Your  ideal  method  of 
dealing  with  competition — say,  the  German  way — 
could  be  imported,  as  Mr.  Aldrich  and  his  contem- 
poraries brought  in  the  central  bankers'  bank;  but 
democracy  with  a  small  d  could  not  be  forcibly  fed 
on  it  raw  if  it  seemed  to  have  flavor  of  autocracy 
or  plutocracy.  The  prejudice  against  a  central 
bank  had  been  no  more  tenacious  than  was  the 
prejudice  now  against  large  size  in  corporations,  or 
the  prejudice  against  restraints  of  trade,  no  matter 
how  injurious  the  trade. 

A  system  under  which  the  government,  as  in  Ger- 
many, compelled  producers  "to  avoid  merciless  com- 
petition among  themselves  by  forming  a  syndicate" 
had  a  democratic  gantlet  to  run  and  no  man  could  say 
how  much  of  it  would  get  by.  After  the  research  ex- 
perts had  found  the  last  word  abroad  they  must  have 
heard  from  the  business  leaders  and  economists  at 
home.  Having  disseminated  tentative  ideas  based 
thereon  to  business  men  large  and  small,  and  run 
meetings  and  conferences  and  hearings — some  gov- 
ernmental and  others  not — business  might  approach 
a  consensus.  The  country  would  then  know  some- 
thing about  what  the  business  of  the  nation  would 
have  if  democracy  with  a  small  d  had  not  to  be  con- 
sulted. Then  would  come  democracy  with  a  small  d, 
educating  business  men,  economists,  and  statesmen, 
just  as  with  the  currency,  and  being  educated  by 
them. 

A  long  process,  yet  a  process  using  mechanism 
which  had  had  to  be  built  for  the  currency  discussion, 
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but  was  now  ready  to  hand  with  an  operating  force 
drilled  to  the  job  and  to  team  work — a  mechaniHm 
of  personal  acquaintance,  inter-regional  relation- 
ships, organization,  methods,  and  adjustment  of  con- 
ference between  business  and  politics.  You  talked 
with  merchants  and  manufacturers.  One  wanted 
to  fix  resale  prices — co-operation  between  him  and 
the  retailer  to  maintain  quotations  to  the  con- 
sumer. Another  wanted  to  boycott  those  who  dealt 
direct — co-operation  between  manufacturers  and 
dealers  to  preserve  the  middleman.  Somebody 
else  desired  sanction  for  concerted  limitation  of  out- 
put— co-operation  between  producers  to  stabilize 
prices  and  conserve  resources.  Still  others  would 
have  liked  to  divide  territory — co-operation  between 
producers  or  dealers  or  both  to  reduce  the  waste  of 
over-competition  far  from  the  base.  And  there  were 
those  who  wanted  to  agree  with  theu*  competitors 
that  they  would  not  sell  below  cost — co-operation  to 
restrain  trade  that  is  not  profitable.  Invite  them  to 
join  the  Chamber  of  Commerce  of  the  United  States 
and  they  would  counter  with  the  inquiry:  "Suppose 
we  go  before  the  Chamber  with  a  proposition  that 
Congress  ought  to  sanction  what  the  courts  now  de- 
clare illegal — co-operation  to  insure  a  profit.  Sup- 
pose the  Chamber  committee  of  lawyers  and  college 
professors  and  miscellaneous  business  men  agree 
that  we  should  have  that  sanction.  Suppose  the 
directors  of  the  Chamber  send  that  question  to 
referendum  with  the  recommendation  of  the  com- 
mittee that  Congress  enact  such  a  provision.    Sup- 
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pose  the  constituent  bodies  vote  Aye,  and  the  oflficers 
of  the  Chamber  go  before  the  Trade  Commission 
and  committees  of  Congress  with  that  proposition. 
What  kind  of  a  reception  are  they  going  to  have? — 
that's  what  I  want  to  know." 

That  is  what  they  all  wanted  to  know.  Trade 
organizations  were  under  suspicion  of  price-fixing. 
They  had  the  Circuit  Court  decision  absolving  the 
Steel  Corporation  on  the  Gary  dinners,  not  because 
it  approved  the  dinners,  but  because  the  dinners  had 
stopped.  That  was  the  latest  word  from  Mount 
Sinai.  You  agreed  on  prices  and  to  jail  you  went. 
What  were  you  going  to  do  about  it?  You  hadn't  a 
friend  in  the  world.  Would  the  Chamber  of  Com- 
merce stand  your  sponsor?  Had  it  earned  and 
could  it  keep  such  a  respectable  position  in  society 
that  when  it  vouched  for  an  unjustly  suspected  char- 
acter he  could  gain  thereby  a  standing  and  a  hearing? 
Assume  that  it  said  to  the  Trade  Commission  or  to 
Congress,  "Business,  tall  and  short,  lean  and  fat, 
East  and  West,  North  and  South,  patented  and 
staple,  has  gone  over  this  proposition  with  a  modern 
microscope  and  told  us  Yes  and  told  us  why,"  would 
that  put  an  end,  you  were  asked,  to  the  notion  that 
every  trade  body  is  trying  to  put  something  over  on 
somebody  or  everybody? 

The  answer  was  that  Americans  thought  they 
could  not  get  centralized  rediscounts  and  mobilized 
reserves,  but  organized  business  opinion  subject  to 
amendment  by  democracy  with  a  small  d  did  get  us 
those  things  and  they  were  now  the  law  of  the  land, 
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Organized  business  opinion  had  not  yet  spoken  upon 
restraints  of  unprofitable  trade.  Wise  men  shrank 
from  prophecy.  Something  they  actually  had — and 
that  was  means  for  reaching,  and  when  reached  for 
expressing,  organized  business  opinion.  Men  and 
groups  might  desire  what  they  would  not  obtain, 
but  every  man  could  have  his  day  in  that  court,  and 
the  avoidance  of  a  Reign  of  Terror  had  demonstrated 
that  representative  government  by  that  mechanism 
could  accept  without  trepidation  the  aid  of  repre- 
sentative business. 


Chapter  XIV 

SLOW-GRINDING  MILI^ 
SOME   OTHER  ACHIEVEMENTS 

OUR  era  of  self-government,  then,  in  which  busi- 
ness had  been  ousted  from  control,  had  seen 
within  a  space  of  three  years  three  cardinal  instances 
of  governmental  action  or  inaction  aimed  to  stabilize 
business.  These  three  results  had  been  substantially 
determined  by  an  instructed  and  deliberate  public 
opinion  and  through  a  mechanism  for  aboveboard 
contact  between  representative  business  and  repre- 
sentative government.  On  some  other  important 
problems  the  years  after  1900  had  either  continued 
to  score  progress  begun  last  century  or  had  initiated 
progress.  Two  of  these  were  the  civil  service  and 
fiscal  reorganization. 

First — the  civil  service.  In  the  Federal  field  in 
1916  out  of  480,327  officers  and  employees  in  the 
executive  civil  service  no  less  than  61.8  per  cent, 
were  in  the  classified  service,  subject  to  examinations 
on  specific  training.  Ampler  detail  is  given  further 
on  under ' '  Some  Anti-toxins. ' '  This  result  had  made 
many  departments  and  divisions  non-partisan  from 
top  to  bottom.  It  continually  exposed  the  temporary 
elective  officers  to  the  influence  of  permanent,  experi- 
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enced  men  whose  attitude  generally  was  a  tacit  and, 
when  necessary,  an  exi)licit  indifference  to  considerar 
tions  other  than  scientific. 

Second — organization  of  public  expenditures.  City 
governments  had  joined  together  the  executive,  the 
administrative,  and  the  legislative,  with  a  view  to 
concentrating  responsibility.  They  bestowed  veto 
power  over  separate  items  and  developed  research 
bureaus  and  budgets.  This  provided  mechanism  for 
frugality — where  there  was  the  will  to  save.  Out- 
lays soared,  perhaps  because  those  aspiring  citizens 
who  possessed  the  generous  itch  for  reform  were  by 
the  same  token  lavish  in  "welfare"  appropriations 
once  they  held  the  purse-strings;  taxpayers  and 
the  Old  Guard  united  in  dismantling  some  "city 
commissions."  Where  hope  was  seen  by  patient  ob- 
servers was  in  the  tendency,  always  and  everywhere 
manifest,  to  renounce  in  such  reactions  only  a  part 
of  what  had  been  gained.  Some  State  governors 
could  veto  separate  items  and  had  budgets,  but  "re- 
search" and  systematization  were  not  so  fashionable 
as  in  the  cities. 

The  Federal  government  was  commonly  thought  to 
have  neither  the  mechanism  nor  the  will  to  save. 
Everybody  knew  that  under  self-government  ex- 
penditure had  sprung  recklessly  forward;  that  is, 
everybody  who  did  not  examine  the  figures.  In 
theory  the  dethronement  of  "Cannonism"  and  the 
coronation  of  "Pork"  should  be  accompanied  by 
mad  leaps  of  extravagance;  and  nobody  is  likely  to 
doubt  that  concentration  of  responsibility  would  tend 
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to  eliminate  waste  and  impropriety.  In  all  con- 
science self-government  would  hardly  ask  an  award 
of  merit  for  spending  $7.07  per  capita  in  1916  as 
against  $4.45  in  1884.  But  the  cold  fact  is  that  self- 
government  from  1900  to  1916  only  raised  the  per- 
capita  outlay  68  cents,  whereas  controlled  govern- 
ment in  the  sixteen  years  preceding  raised  it  $1.86. 
Mr.  Cannon  became  Speaker  in  1903  and  was  re- 
placed by  the  Committee  on  Rules  in  1910.  Dis- 
bursements rose,  under  "Cannonism,"  1909  over 
1902,  40.56  per  cent,  and  under  "insurgency,"  1916 
over  1909,  again  seven  years,  9.39  per  cent. 

Many  ascribed  this  result  to  the  Taft  administra- 
tion, which  they  insisted  would  ultimately  be  recog- 
nized as  one  of  the  most  solid  in  history.  During 
that  quadrennium  substantial  progress  was  made  in 
devising  and  applying  economies:  such  as  elimina- 
tion of  superfluous  employees,  standardization  of  ac- 
counts and  suppUes,  centralization  of  purchases,  and 
unification  of  certain  functions.  Attention  is  in- 
vited, in  the  chapter  on  "Organized  Labor  and  the 
Law,"  to  the  introduction  of  labor-saving  devices 
into  some  of  the  departments.  Some  sort  of  collec- 
tive assmnption  of  responsibility  and  exercise  of 
leadership  seems  in  one  Congress  after  another  to 
have  provided  a  makeshift  survey  of  the  fiscal  situa- 
tion, and  while  a  budget  in  the  European  sense  or  in 
our  own  commercial  sense  cooled  its  heels  at  the 
outer  door,  a  beginning  in  this  matter  had  been 
made  at  the  source  of  power — public  opinion.  Busi- 
ness sentiment  for  a  budget  had  been  manifested 
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through  a  National  Chamber  referendum.  Through 
the  same  channel  business  approval  of  power  for  the 
President  to  veto  separate  items  was  expressed  in 
1917.  So  far  as  known,  no  member  of  either  branch 
of  Congress  had  ever  had  it  intimated  that  his  con- 
stituents  would  be  angry  if  he  did  not  bestir  himself 
on  behalf  of  these  steps  toward  responsibility  in  fis- 
cal legislation. 

WAITING  THEIR  TURN 

Other  commercial  problems  remained  to  be  dis- 
posed of  govemmentally.  The  agricultural  yield 
was  one.  The  merchant  marine  was  another.  The 
tariff  was  a  third.  The  significant  conament,  how- 
ever, to  be  made  upon  all  three  is  that  the  process 
which  had  been  employed  in  dealing  with  the  cur- 
rency, with  Eastern  freight  -  rates,  and  with  the 
Federal  Trade  Commission  had  been  tried,  if  at  all, 
only  in  part.  Information  as  to  the  three  problems 
named  was  fairly  full,  and  to  some  extent  had  been 
digested,  summarized,  and  disseminated.  But  in  the 
cases  of  bank  reserves,  railway  credit,  and  regulation 
of  trade  what  had  been  achieved  had  cost  a  much 
more  comprehensive  course  of  popular  education. 

In  this  period,  at  least,  an  evil  in  order  to  raise  the 
gorge  of  the  public  had  ordinarily  to  be  immediate, 
actual,  perhaps  long-continued.  A  monarch  or  his 
cabinet  upon  noting  what  they  regard  as  an  evil  or  a 
tendency  toward  evil  can  instantly  tag  it  evil  and 
put  a  remedy  into  effect  before  much  actual  damage 
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has  been  done.  The  new  idea,  says  Charles  P. 
Steinmetz  m  America  and  the  New  Epoch,  referring 
to  Germany,  is  "introduced  by  governmental  order; 
the  central  government  makes  the  plans  and  estab- 
lishes the  organization.  .  .  .  When  the  government 
was  convinced,  progress  started  and  proceeded  until 
the  results  were  accomplished.  Entirely  the  reverse 
is  the  development  and  introduction  of  a  new  idea 
in  a  democratic  nation."  The  events  which  we  have 
to  consider  were  occurring  in  a  democracy.  Not  one 
man  or  a  cabinet  alone  had  to  recognize  the  need,  but 
milUons  of  individuals,  most  of  them  engaged  in 
occupations  remote  from  the  study  of  law.  It  took 
time  for  the  evil  to  be  recognized  by  the  body  of  the 
people.  Often  it  required  longer  for  legislators  to 
begin  dealing  with  the  subject.  Usually,  though 
not  always,  the  first  prescription  proved  mistaken 
and  further  years  were  consumed  in  amendment  and 
interpretation.  Suffering  had  to  be  undergone  by 
the  people  for  a  longer  or  shorter  period.  WTiatever 
the  respective  merits  of  quick  action  by  autocrats 
and  slow  procedure  by  the  many,  the  many  in  the 
case  which  we  are  studying  decided  things. 

Everybody  was  in  favor  of  the  farmer.  Everybody 
was  also  in  favor  of  the  consumer.  That  Congress 
had  been  willing  to  appropriate  great  annual  sums 
for  the  Department  of  Agriculture  has  been  set  forth 
in  an  earlier  chapter.  But  the  dismal  figures  of 
dwindling  production  in  some  leading  staples  and  the 
pathetic  increase  in  yield  per  acre  in  some  of  the 
grains — pathetic  because  so  tiny  in  view  of  the  long 
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and  lengthening  lead  over  us  abroad — had  not  yet 
sufficiently  aroused  the  general  public  to  bring  about 
an  investigation.  (Many  thought  the  case  had  been 
met  by  the  Rural  Credits  Act.  Others  asked  whether 
the  malady  which  enabled  European  tillers  of  the 
soil  to  excel  ours  was  that  ours  did  not  owe  debts 
enough.)  By  investigation  is  meant,  of  course,  the 
type  of  research,  the  interchange  of  views,  the  con- 
currence of  authorities,  of  students  and  of  represen- 
tative men,  which  had  influenced  currency  legislation, 
rate  regulation,  and  regulation  of  trade. 

On  ships,  certain  main  points  had  been  voted  upon 
with  overwhelming  majorities  by  the  boards  of  trade 
composing  the  Chamber  of  Commerce  of  the  United 
States,  but  the  popular  campaign  had  not  been  thor- 
ough enough  to  dislodge  conflicting  proposals  from 
the  public  thought  and  to  bring  the  press  into  con- 
currence. The  Chamber  of  Commerce  referendum 
in  1916  urged  subsidies.  But  neither  the  Sixty- 
third  nor  the  Sixty-fourth  Congress  had  any  warrant 
by  the  platform  of  any  political  party  to  adopt 
subsidies,  and  the  party  in  power  down  through  its 
latest  platform  had  explicitly  opposed  them.  When 
the  Shipping  Board  was  created  to  carry  out  a  project 
so  wholly  at  odds  with  the  schemes  favored  by  busi- 
ness bodies,  those  organizations  had  yet  to  carry  a 
tentative  project  from  city  to  city  for  exposition, 
conference,  and  revision,  and  to  enlist  the  active  sup- 
port of  leading  business  men  and  editors  of  various 
conmiunities.  Until  that  had  been  done  it  could 
not  be  said  that  the  whole  process  had  been  com- 
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pleted  and  an  unmistakable  public  mandate  lodged 
with  Congress. 

Congress  snuffed  out  the  tariff  board  the  moment 
they  were  rid  of  that  President  who  was,  as  he  after- 
ward said,  ''not  a  politician."  The  Chamber  of 
Commerce  of  the  United  States  conducted  a  referen- 
dirni  among  business  bodies  and  reported  a  heavy 
indorsement  of  the  plan.  To  some  of  those  who 
had  busily  advocated  this  measure  for  some  years  it 
seemed  as  if  hardly  anybody  could  be  left  without 
an  opinion  upon  it,  and  in  the  general  session  of  the 
Chajnber  they  supposed  they  could  carry  a  resolu- 
tion without  referring  the  matter  to  the  constituent 
bodies.  Inamediately  delegates  were  on  their  feet 
declaring  that  their  associations  had  never  discussed 
the  subject.  In  the  referendum  one  hundred  and 
fifty-two  affiliated  organizations  did  not  vote.  Part 
of  the  press  as  late  as  1916  was  talking  as  if  the 
proposal  were  to  have  a  commission,  instead  of  Con- 
gress, actually  fix  schedules;  and  the  pubHc  was 
rarely  treated  to  an  exposition  of  the  idea  that  what 
was  planned  was  to  provide  for  Congress  official 
facts  systematically  compiled  in  place  of  statements 
brought  in  by  those  asking  protection  or  free  ma- 
terials. It  was  the  new  and  fierce  fight  shed  by  the 
European  war  that  led  President  Wilson  to  recom- 
mend that  Congress,  which  it  did,  should  authorize 
re-estabfishment  of  a  tariff  board.  Not  even  such 
a  commercial  convulsion,  however,  had  availed  to 
eficit  from  Congress  a  declaration  for  piecemeal  re- 
visions, one  schedule  at  a  time.    It  was  too  soon. 
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Bank  reserves  were  not  centralized,  Eastern  freight 
rates  were  not  raised,  at  the  stage  of  public  under- 
standing which  the  piecemeal-revision  plan  had 
reached  at  the  end  of  1916. 

ORGANIZED  LABOR,   SOCIAL  UNREST,   NATIONAL 
LEADERSHIP 

Passing  from  the  category  of  "achievements,"  we 
conclude  our  review  of  1900-16,  the  era  of  self- 
government,  by  dwelling  upon  certain  "harbingers." 

The  historian  will  require,  in  a  comprehensive  ac- 
count of  that  period,  an  answer  to  at  least  three  more 
questions: 

1.  Did  organized  labor  appear  to  have  entered 
upon  an  epoch  of  control  over  government  resembUng 
the  business  control  to  which  an  end  had  been  put 
and  seriously  threatening  liberty  on  the  one  hand, 
and  on  the  other  hand  industrial  solvency  and  na- 
tional ability  to  compete  with  the  world? 

2.  Was  social  injustice,  relatively  speaking,  as 
great  and  as  obstinate  as  signs  of  social  unrest 
seemed  to  indicate — great  enough  to  warrant  anxiety 
lest  the  slow  working-out  of  national  problems 
through  representative  institutions  be  interrupted 
by  violence  or  by  legal  abolition  of  private  property? 

3.  What  success  had  been  attained  in  matching 
the  magnitude  of  current  national  affairs  with  num- 
ber, quality,  and  training  of  leaders? 

Some  answer  to  these  questions  is  attempted  under 
the  headings,  "Organized  Labor  and  the  Law," 
"The  Paradox  of  Unrest,"  and  "Some  Anti-toxins." 
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Chapter    XV 
ORGANIZED  LABOR  AND  THE  LAW 
APPREHENSION   OP   LABOR  CONTROL 

LABOR  cost  was  set  forth  in  an  earlier  chapter. 
J  This  formed  part  of  a  narrative  designed  to 
portray  the  frame  of  mind  of  many  business  men  at 
its  gloomiest.  Labor  cost  was  also  set  down,  in 
appraising  the  relative  consequence  of  the  currency 
achievement,  as  one  of  the  four  cardinal  problems 
as  some  men  of  afiFairs  assessed  them.  Failure  to 
solve  the  labor  question,  you  were  assured,  would 
mean  collapse  of  self-government  or  of  any  govern- 
ment. Labor  cost,  it  was  said,  is  the  largest  item 
of  expense  in  any  human  activity.  If  the  community 
as  a  whole  compelled  or  permitted  labor-unions  or 
any  other  influence  to  compel  a  labor  cost  higher 
than  the  community  was  able  or  willing  to  pay  in 
price  of  product,  the  national  burden  of  bankruptcies 
would  sooner  or  later  bring  destruction  to  the  gov- 
ernment under  which  it  occurred.  That  was  to  say 
nothing  of  intrenchment  of  labor  privilege.  This 
itself  through  a  bloodless  and  perhaps  imperceptible 
revolution  might  put  an  end  to  self-government  long 
before  a  convulsion  in  outward  governmental  forms 
or  a  passing  of  control  from  national  to  foreign  hands, 
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The  danger  of  such  encroachment.s  by  labor  seemed 
great  to  many  who  thought  of  the  masses  as  dis- 
tinctively industrial,  as  thoroughly  organized,  and 
as  exerting  inevitably  a  political  influence  very  large 
in  proportion  to  the  voting  numbers  actually  union- 
ized. 

Some  of  these  impressions  were  not  wholly  war- 
ranted. The  question  was  whether  organized  in- 
formation and  an  instructed  general  opinion  could 
exert  an  influence  upon  the  governmental  status  of 
labor-unions  as  it  had  in  the  cases  of  bank  reserves, 
transportation  rates,  and  trade  practices.  The  prog- 
ress which  had  been  made  in  that  direction  seems  in- 
sufiicient  to  justify  including  the  section  dealing  with 
it  under  the  heading  "Achievements,"  but  too  sig- 
nificant to  be  omitted  from  "Harbingers." 

MASSES  NEITHER  INDUSTRIAL   NOR   ORGANIZED 

Were  the  masses  distinctively  industrial?  The 
census  of  1910  showed  that  of  persons  ten  years  old 
or  more  engaged  in  gainful  occupations  the  indus- 
trial groups  had  these  percentages:  extraction  of 
minerals,  2.5;  manufacturing  and  mechanical  in- 
dustries, 27.9;  transportation,  6.9;  other  public 
service,  1.2;  leaving  for  the  non-industrial  and 
mainly  not  unionized  groups:  agriculture,  forestry, 
and  animal  husbandry,  33.2;  trade,  9.5;  professional 
service,  4.4;  domestic  and  personal  service,  9.9;  cler- 
ical occupations,  4.6.  Total  industrial,  38.5;  total 
non-industrial;  61.5. 
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Were  the  industrial  groups  thoroughly  organized? 
Labor-union  leaders  had  never  claimed  an  enrollment 
equal  to  3,000,000.  The  World  Almanac  gave  it 
for  1912  as  2,810,420,  or  2.2  per  cent,  of  the  total 
population.  Of  persons  ten  years  old  or  over  en- 
gaged in  gainful  occupations  this  would  be  7.3 
per  cent.;  of  "industrial"  workers  ten  or  over, 
18.1  per  cent. 

What  was  the  actual  influence  of  union  leaders  in 
politics?  So  great  as  to  excite  the  apprehensions  al- 
ready recorded,  but  apparently  much  greater  than 
it  would  have  been  if  pohticians  had  realized,  as 
indeed  some  finally  began  to  do,  union  feebleness  and 
disunity  at  the  polls. 

Anxiety  about  the  future  of  labor  legislation 
reached  a  high  pitch  on  two  notable  occasions. 
The  first  was  the  enactment  of  the  Clayton  bill. 
The  second  was  the  enactment  of  the  eight-hour  law. 
Taking  the  second  first,  it  ultimately  became  clear 
that  this  was  not  union  legislation  at  all.  Unions 
had  always  opposed  wage-fixing  by  law,  preferring 
wage-fixing  by  unions.  Samuel  Gompers  told  a 
committee  of  Congress  that  the  eight-hour  bill  was 
"the  wrong  way  to  do  a  right  thing."  Dissatisfac- 
tion among  the  trainmen  at  lai^e  was  manifested 
through  a  member  who  had  lately  been  defeated  by 
only  a  few  votes  for  president  of  an  international 
brotherhood  and  published  an  argument  opposed  to 
the  law.  It  was  not  the  brotherhood  leaders  who 
proposed  the  measure,  and  while  condemnation  of 
Congress  for  enacting  it  "under  duress"  was  wide- 
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spread,  there  was  general  concurrence  in  President 
Wilson's  remark  that  such  a  thing  must  never 
happen  again,  and  general  expectation  that  the 
brotherhoods  would  never  again  ask,  or  receive  if 
they  did,  such  a  measure  or  any  measure  under  such 
conditions. 

More  typical  was  the  Clayton  bill  incident,  which 
will  be  considered  a  few  pages  on. 

Apart  from  these  episodes,  reason  for  anxiety  on 
the  part  of  the  neutral  public  seemed  to  be  diminish- 
ing. Organized  labor  in  one  or  two  important  in- 
stances had  had  arrayed  against  it  the  farmers,  the 
business  men,  and  the  press,  while  some  incidents 
suggested  that  the  rank  and  file  in  the  unions  them- 
selves were  becoming  discontented  with  certain  poli- 
cies of  their  leaders. 

LABOR  AT  THE    POLLS 

Labor  persistently  refused  elective  political  office 
to  its  chiefs,  and  sometimes  appeared  to  vote 
''wrong"  on  referenda. 

Repeal  of  certain  State  labor  laws  was  the  effort 
to  which,  during  the  legislative  sessions  of  1915,  a 
certain  agent  of  employers  devoted  his  energies.  He 
visited  or  reached  by  letter  all  the  States  where  there 
were  sessions.  After  most  of  the  assembUes  had  ad- 
journed he  was  asked  what  was  the  most  significant 
outcropping  of  the  year. 

''Unquestionably,"  he  answered,  "the  realization 
by  legislators  that  in  the  past  they  have  overes- 
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tlmated  the  labor  vote.  The  facts  are  beginning  to 
be  understood." 

What  appears  to  have  cleared  the  air  most  was  the 
referendum  in  Missouri,  when  the  voters  rejected 
a  full-crew  bill  by  324,384  to  159,892— more  than 
two  to  one.  Senator  Boies  Penrose,  majority  party 
leader  in  Pennsylvania,  is  said  to  have  promised 
and  given  his  influence  for  retention  of  the  full-crew 
law,  yet  his  party  organization  broke  away  and  the 
repealer  passed  both  Houses,  the  Senate  by  a  two- 
thirds  vote — though  Governor  Brumbaugh  used  the 
veto.  In  seventeen  States  in  1915  the  unions 
sought  and  nowhere  obtained  a  law  limiting  the 
number  of  cars  in  a  train. 

It  was  nothing  novel  for  members  of  labor-unions 
and  their  neighbors  to  go  into  the  booth  and  act 
independently  of  the  leaders.  As  long  before  as  1906 
a  large  number  of  labor  chieftains  at  a  meeting  in 
Washington  drew  up  a  sort  of  bill  of  rights  setting 
forth  their  Congressional  program  and  announced 
opposition  to  upward  of  a  dozen  candidates  whose 
position  upon  it  did  not  meet  with  their  indorsement. 
All  these  candidates  won  at  the  polls.  This  was  the 
year  when  Mr.  Gompers  spoke  and  worked  in  Maine 
against  Charles  E.  Littlefield,  who,  while  sharing 
with  his  mates  the  losses  due  to  a  prohibition  cam- 
paign, ran  ahead  of  his  State  ticket  and  was  re- 
elected to  Congress. 

In  Colorado  the  election  of  1914  turned  on  issues 
growing  out  of  the  miners'  strike.  One  candidate 
was  Thomas  W.  Patterson,  former  United  States 
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Senator,  who  through  his  newspaper,  the  Rocky 
Mountain  News,  had  for  many  years  supported 
labor  organizations  and  opposed  use  of  the  miUtary 
in  strikes.  His  opponent,  George  A.  Carlson,  had 
been  an  obscure  country  lawyer  until  as  district 
attorney  he  prosecuted  labor-union  officials  on  counts 
connected  with  the  strike  riots.  Carlson  on  the 
stump  made  an  issue  of  law  and  order  and  was 
elected  by  33,456  majority.  The  only  candidate  on 
Carlson's  party  ticket  who  took  the  union  side  was 
the  nominee  for  attorney-general,  and  his  opponent, 
the  incumbent,  on  a  record  of  law  enforcement  was 
re-elected. 

Martin  A.  Glynn,  Governor  of  New  York,  with 
strong  and  open  support  of  labor-union  leaders  and 
organizations,  was  defeated  for  re-election  by  145,507 
plurality. 

Judges  Baldwin  and  Holdom  of  the  Circuit  and 
Superior  Courts,  Chicago,  were  opposed  by  organ- 
ized labor  and  elected  by  handsome  majorities. 

Various  candidates  for  Congress  won  against  union 
opposition  or  lost  with  union  support.  In  New  Jer- 
sey, Richard  W.  Parker  was  fought  because  in  a 
previous  Congress  as  a  member  of  the  Committee 
on  the  Judiciary  he  had  opposed  legislation  limit- 
ing injunctions  in  labor  disputes.  He  was  elected. 
WiUiam  J.  McDonald,  of  Calumet,  Michigan,  a  mem- 
ber of  the  Sixty-third  Congress,  had  acted  as  at- 
torney for  leaders  of  the  Western  Federation  of 
Miners  in  their  murder  trials  arising  out  of  the 
copper-mine  strike,  and  stood  for  re-election  as  an 
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advocate  of  the  union;  he  was  beaten,  14,562  to 
9,205.  R.  E.  Lee  of  Pennsylvania,  who  had  served 
in  the  Sixty-second  and  Sixty-third  Congressee,  held 
a  card  in  the  Blacksmiths'  Union;  R.  D.  Heaton, 
who  had  no  identification  with  unions,  defeated  him 
by  17,213  to  12,416. 

Three  prominent  national  labor  leaders  were  re- 
jected for  delegates  to  the  Constitutional  Convention 
in  New  York  State.  They  were  Samuel  Gompers, 
president  of  the  American  Federation  of  Labor; 
John  Mitchell,  former  president  of  the  United  Mine 
Workers  of  America,  and  James  M.  Lynch,  president 
of  the  International  Typographical  Union.  Mr. 
Gompers,  nominated  as  a  Democrat,  ran  23,597  be- 
hind high  man  among  his  party  associates  on  the 
ticket  for  delegates-at-large. 

Charles  E.  Hughes  in  1916  made  an  issue  of  the 
eight-hour  law,  which  he  attacked  on  the  stump. 
President  Gompers  through  the  American  Federa- 
iionist,  in  speeches  with  Secretary  Morrison  of  the 
Federation,  and  in  circulars  compared  the  respective 
labor  records  of  the  two  candidates  and  urged  their 
followers  to  vote  for  Mr.  Wilson.  Of  the  leading 
industrial  States,  California,  Illinois,  Indiana,  Massa- 
chusetts, Michigan,  Minnesota,  Missouri,  New  York, 
New  Jersey,  Ohio,  Pennsylvania,  Wisconsin,  the 
President  carried  but  three,  California,  Missouri,  and 
Ohio.  Even  in  Ohio  the  chief  industrial  city,  Cleve- 
land, decreased  its  customary  Democratic  majority 
(as  did  New  York  City),  while  Cincinnati  gave  a 
Republican  majority.    It  was  the  agricultural,  not 
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the  industrial,  vote  that  carried  Ohio.  San  Fran- 
cisco gave  Mr.  Wilson  17,000  majority  "and  the 
election";  but  how  much  pro-labor-union  sentiment 
had  to  do  with  this  was  shown  by  the  fact  that  the 
same  electorate  on  the  same  day  voted  by  6,000  in 
favor  of  an  anti-picketing  ordinance  which  the  imions 
had  called  ''the  crucial  test." 

Overtopping  all  other  onslaughts  of  organized 
labor  in  State  campaigns  was  the  opposition  in 
Indiana  to  James  E.  Watson,  candidate  for  the 
United  States  Senate.  Mr.  Watson,  well  known  as 
RepubUcan  "whip"  of  the  House  of  Representa- 
tives, had  resisted  anti-injunction  legislation  and  the 
exemption  of  labor  organizations  from  the  Sherman 
Act.  President  Gompers  stumped  Indiana,  declar- 
ing this  the  opportunity  for  testing  labor's  power 
"to  punish  its  enemies  and  reward  its  friends." 
Every  labor  organization  in  the  State  opposed  Mr. 
Watson.  His  Democratic  opponent  was  Thomas 
Taggart,  incumbent  Senator  under  appointment  by 
the  Governor  to  fill  a  vacancy,  a  party  leader  of  many 
years'  experience,  of  great  abiUty  and  wide  popular- 
ity. Mr.  Watson  defeated  Mr.  Taggart  335,139  to 
325,577,  Watson's  vote  being  less  than  5,000  under 
the  Repubhcan  vote  for  President  and  Governor. 

David  J.  Lewis,  chairman  of  the  Committee  on 
Labor  of  the  House  of  Representatives,  ran  for 
Senator  in  Maryland.  Mr.  Gompers  and  some  of 
his  lieutenants  made  many  speeches  in  the  State, 
commending  Mr.  Lewis  as  "labor's  candidate."  He 
was  defeated.    In  the  same  State  Jackson  Ralston, 
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counsel  of  the  American  Federation  of  Labor,  ran 
against  Sidney  Mudd,  Republican  Congressman,  who 
was  re-elected  by  the  largest  majority  in  many  years, 
although  President  Wilson  carried  the  district. 

In  the  7th  Illinois  district,  Frank  Buchanan,  former 
president  of  the  International  Ironworkers  and  a 
prominent  labor  spokesman  in  Congress,  was  de- 
feated for  re-election,  47,514  to  37,460.  In  the  14th 
Illinois,  Clyde  H.  Tavemer,  a  distinctively  labor  Con- 
gressman, proponent  of  the  provision  in  army  appro- 
priation bills  penalizing  ''efficiency"  methods  in  the 
arsenals,  lost  his  seat. 

Mr.  Tavemer's  predecessor  as  leading  Congrea- 
sional  sponsor  for  the  prohibition  of  "efficiency"  in 
arsenals  was  F.  S.  Dietrick  of  the  8th  Massachusetts 
district.  Mr.  Dietrick  was  defeated  for  re-election 
in  1914  and  again  in  1916. 

In  the  11th  Pennsylvania  district  John  J.  Casey, 
former  national  officer  of  the  International  Associa- 
tion of  Plumbers  and  Steamfitters,  was  defeated  for 
re-election,  21,237  to  19,185. 

It  was  stated  that  the  result  of  the  Congressional 
elections  of  1916  was  a  net  loss  of  four  members  to 
the  labor  group. 

GO\'£RNMENTAL  ECONOMUS 

The  Plate  Printers*  Union  in  the  Federal  Bureau 
of  Printing  and  Engraving  has  caught  public  atten- 
tion because  of  the  extent  to  which  it  has  prevented 
substitution  of  power-press  printing  for  hand-press. 
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Let  us  publish  the  real  news.  Congress  in  1912 
authorized  exceptions  to  the  hand-press  proviso. 
The  effect  was  to  direct  that  power  presses  might 
be  used  in  printing  checks  and  the  backs  and  tints 
of  bonds  and  of  paper  money.  The  Secretary  of  the 
Treasury  reported  that  on  checks  the  change  ef- 
fected an  annual  saving  of  $30,000  and  on  paper 
money  $90,000.  Only  one-fifth  of  the  money  work 
had  then  been  transferred  to  electric-power  plate 
presses;  in  1913  the  number  of  these  presses  was 
increased  from  16  to  30.  In  1912  out  of  total 
expenditures  of  $4,300,000,  $1,900,000  went  to  the 
plate  printers  and  their  assistants,  or  44  per  cent.; 
in  1916,  out  of  $5,000,000,  $1,840,000,  or  30  per  cent. 

Another  Federal  manufacturing  enterprise  is  the 
Government  Printing  Office.  Compositors,  printers, 
bookbinders,  and  others  are  unionized.  This  did 
not  prevent  early  and  extensive  installation  of  mono- 
type and  linotype  machines.  Some  large  pieces  of 
labor-saving  machinery  were  set  up,  including  Fran- 
kenstein monsters  which  assemble  the  units  of  the 
Congressional  Record  or  of  pamphlets,  stitch  them, 
and  deUver  them  to  be  wrapped  by  hand.  The 
conning  tower  at  latest  accounts  was  scanning  the 
horizon  for  a  wrapping-machine. 

Mechanical  devices  have  invaded  the  Census 
Bureau,  which  maintains  an  inventor  to  think  up 
new  ways  of  eUminating  waste  motions. 

Constitutional  jurisconsults  would  probably  char- 
acterize these  manifestations  as  the  subordination  of 
the  militant  to  the  civil. 

240 


ORGANIZED  LABOR  AND  THE  LAW 

PUBUC  nUENDUNESS  TOWARD   UNIONS 

While  the  neutral  public  and  apparently  some  of 
the  rank  and  file  was  giving  the  union  leaders  cues 
that  things  had  been  going  too  far,  you  almost  no- 
where heard  any  one  question  the  permanence  of  the 
unions.  Louis  D.  Brandeis,  who  before  ascending 
the  Supreme  Court  Bench  urged  that  unions  make 
themselves  responsible  by  incorporation  and  useful 
by  encouraging  individual  excellence,  was  an  ad- 
vocate of  unions.  The  general  neutral  attitude  may 
be  expressed  in  his  language:  "Our  employers  can 
no  more  afiford  to  be  absolute  masters  of  their  em- 
ployees than  they  can  afford  to  submit  to  the  mas- 
tery of  their  employees,  than  the  individual  em- 
ployees can  afford  to  have  their  own  abihties  or 
aspiration  hampered  by  the  limitations  of  their 
feUows." 

People,  even  the  prosperous,  seemed  to  feel  kinder 
toward  organized  labor  than  toward  employers,  and 
to  desire  that  working-men  should  have  some  means 
of  getting  better  conditions  from  employers  who 
kept  low-standard  shops.  Apart  from  benefits  to 
their  members,  which  alone  might  have  won  public 
sanction  for  the  existence  of  unions,  such  organiza- 
tions were  generally  understood  to  have  promoted 
the  welfare  of  the  conmiunity  as  a  whole.  This  by 
hastening  certain  important  developments.  Some 
of  these,  as  claimed,  were  these: 

1.  Regeneration  of  health,  vigor,  and  alertness  in 
the  country's  supply  of  workmen,  which  came  from 

i6  241 


ARE  WE  CAPABLE  OF  SELF-GOVERNMENT? 

raising  wages,  shortening  hours,  and  bettering  con- 
ditions, and  which  enabled  the  United  States  on  the 
highest  wage  scale  in  the  world  to  sell  a  large  volume 
of  goods  in  the  world's  markets. 

2.  Creation  of  a  prosperous  working  class,  which 
had  enriched  om*  home  markets  for  manufactures 
and  our  basis  for  mercantile  trade  in  every  city  and 
town. 

3.  Restriction  of  woman  and  child  labor  and  ex- 
tension of  abiUty  among  working-men  to  keep  their 
children  longer  in  school,  which  had  conserved  our 
human  resources  and  enlarged  each  year's  quota  of 
poor  boys  climbing  to  leadership. 

4.  Accumulation  of  savings-bank  deposits  and 
insurance  premiums,  which  had  enormously  added 
to  the  country's  suppHes  of  capital  for  establish- 
ment, improvement,  and  extension  of  employing 
enterprises. 

Some  or  all  of  this,  people  admitted,  might  have 
come  without  labor-unions,  but  it  was  felt  that  they 
had  accelerated  the  process.  For  these  reasons  the 
pubUc  was  sympathetic  with  the  unions  and  acted 
accordingly,  through  the  government,  up  to  the  point 
of  what  it  regarded  as  abuses. 

*' PEACE,  peace" 

Employers  did  not  believe  that  a  political  set- 
back for  organized  labor  would  put  a  period,  or  even 
a  comma,  to  the  efforts  of  the  leaders  for  more 
legislation.    Nobody  actually  in  business  expected 
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"peace."  Between  labor  leaders  and  employers 
"peace"  would,  they  said,  be  a  contradiction  in 
terms;  there  could  never  be  a  "better  understand- 
ing" between  union  leaders  and  mill  or  railway  man- 
agers, because  a  "better  understanding"  was  not 
the  primary  and  essential  aim  of  union  leadership. 
Its  permanent  slogan  was  that  conditions  were  bad 
and  ought  to  be  made  better  and  that  the  working- 
man's  only  reliance  was  the  union.  The  moment 
there  was  a  "better  imderstanding"  the  necessity 
for  paying  the  union  dues  and  supporting  union 
leaders  would  become  a  dissolving  obligation  and 
the  leader  a  dissolving  view.  The  miners  made  this 
quite  clear  to  John  Mitchell  when  they  informed 
him  in  an  ultimatum  that  he  must  choose  between 
their  organization  and  the  National  Civic  Federa- 
tion, which  contained  employers  as  well  as  union 
leaders;  he  could  not  belong  to  both. 

The  outstanding  feature  in  the  struggle  of  capital 
with  labor  was  the  campaign  by  the  employer  to 
make  the  individual  members  of  the  union  so  deeply 
interested  in  continuity  of  operation  that  they  would 
turn  a  hard-of-hearing  ear  to  the  leaders  and  diminish 
their  pressure  for  restriction  of  output.  The  loudest 
wail  one  ever  heard  from  a  union  leader  was  when 
some  manufacturer  installed  a  profit-sharing  or  pen- 
sion plan.  The  leader  branded  it  as  a  scheme  for 
coaxing  the  men  away  from  their  unions — a  precise 
definition.  On  that  main  proposition  of  inspiring 
men  with  a  reluctance  to  make  demands  contrary  to 
the  interest  of  the  industry,  the  employer  knew  he 
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would  have  to  take  care  of  himself;  no  legislature 
would  help  him  fight  his  battle  with  union  leaders; 
rather  did  he  count  on  their  compelling  sundry  im- 
provements which  the  union  leaders  would  say  they 
got  and  which  very  likely  they  did  get. 

Employers'  associations  were  using  moderate  lan- 
guage, emphasizing  the  desire  of  their  members  to  be 
fair  and  generous,  and  in  other  ways  underscoring  to 
the  pubhc  by  manifestations  of  restraint  the  allega- 
tion that  labor  had  been  unreasonable.  Some  organ- 
izations of  business  men  had  always  maintained  such 
an  attitude.  Others  more  militant  had  drawn  into 
their  governing  boards  men  specially  noted  as  dip- 
lomats in  deahng  with  unions  and  in  discussing  labor 
problems  with  the  pubhc.  Still  other  bodies  con- 
sidered the  question  of  labor  cost  one  with  which 
some  one  must  deal;  they  studied  it  and  endeavored 
to  keep  abreast  of  experience  and  proposals,  but  they 
postponed  the  moment  for  entering  upon  pubhc  con- 
troversy in  the  hope  that  natural  reactions  might  give 
more  favorable  opportunities  and  solutions  be  found 
without  the  creation  of  new  and  perhaps  costly  an- 
tagonisms. 

PREVENTION   OP  STRIKES 

A  strike,  all  agreed,  was  a  nuisance.  It  always 
meant  loss  to  all  concerned  and  usually  brought  dis- 
order and  damage  to  persons  and  property.  But  it 
stayed.  The  pubhc  was  determined  to  put  up  with 
whatever  suffering  it  absolutely  had  to  in  order  to 
grant  labor  this  weapon.    A  severe  critic  of  organ- 
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ized  labor  in  some  of  its  activities,  especially  the 
boycott,  Walter  Gordon  Merritt,  said  of  the  strike: 
"No  one  has  yet  thought  of  any  other  expedient  and 
adequate  means  of  strengthening  the  position  of  the 
great  body  of  employed.  .  .  .  Society  and  the  courts 
have  placed  the  stamp  of  approval  upon  it,  and 
thereby  adjudged  that  the  employer's  power  to  op- 
press his  employees  when  they  are  not  allowed  to 
strike  for  any  cause  whatsoever  is  a  greater  evil  than 
the  disturbances  of  strikes  themselves." 

The  public  was  showing  more  and  more  its  prefer- 
ence for  arbitration,  but  everywhere,  with  the  failure 
in  Australasia  to  go  upon,  l^slation  tended  to  re- 
tain for  labor  the  ultimate  right  to  strike.  Com- 
pulsory arbitration  (to  be  distinguished  from  com- 
pulsory investigation  and  compulsory  publicity)  had 
been  discarded  by  all  but  a  few  belated  altruists  as  a 
dream  that  could  never  come  true. 

Upon  public  utilities  interruption  to  service  was 
becoming  rare.  The  public  had  substantially  told 
such  corporations  that  they  must  arbitrate  labor  dis- 
putes; the  citizens  would  not  endure  the  incon- 
venience, damage  to  property  and  business,  and  loss 
of  life  accompanying  strikes.  That  evil  came  home 
to  every  man's  business  and  bosom  as  a  real  nuisancCi 
and  it  had  practically  stopped. 

An  evil  not  so  obWous  to  the  consumers  of  utilitieB 
was  the  rise  in  percentage  of  gross  receipts  paid  to 
labor.  The  succession  of  awards  giving  labor  "a 
part  of  what  they  asked,"  accompanied  by  conditions 
which  reducexl  what  each  man  did  for  the  higher  pay, 
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went  on  unchecked  and  indeed  winning  public  ap- 
plause. The  pubUc  in  no  instance  had  been  pinched 
palpably  and  personally  by  poor  service  arising  from 
wage-heavy  operating  costs.  Quality  had  not  de- 
cUned,  or  not  sufficiently  to  show  citizens  that  if 
dividends  were  reduced  new  capital  would  stay  out 
and  improvements  remain  unmade.  "Shall  we 
raise  rates  or  stop  advancing  wages  and  stop  de- 
pressing work  done  per  man?"  The  consumer  had 
not  had  that  alternative  put  up  to  him  by  the  cold 
facts.  Accounting  was  imperfect.  The  public  did 
not  accept  the  conclusions  which  seemed  to  flow  from 
the  figures.  While  accounting  was  undergoing  im- 
provements, the  delay  was  endured  by  all  concerned 
with  that  patience  which  democracies  leam  to  practise. 
Amendment  of  the  Federal  railway  arbitration 
law  in  1913  gave  opportimity  for  introducing  the 
Canadian  provision  which  prohibits  a  strike  pending 
investigation  and  publication  of  findings.  The  broth- 
erhoods opposed  it  and  it'  was  excluded  from  the  bill. 
The  Canadian  Act,  copied  in  Colorado  and  in  New 
Zealand,  was  based  upon  the  idea  that  it  is  vital 
to  the  utilities  and  hence  to  the  people,  who  depend 
upon  the  financial  ability  of  the  corporations  to 
provide  service,  that  the  public  should  be  made 
thoroughly  informed  upon  the  merits  of  labor  de- 
mands before  there  was  interruption  or  threat  of 
interruption.  The  merits  of  that  legislation  had 
been  made  familiar  in  the  United  States  through 
magazine  articles  by  President -Emeritus  Eliot  of 
Harvard  and  addresses  by  W.  L.  McKenzie  King, 
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who  as  a  member  of  the  Canadian  government  had 
a  lai^e  hand  in  bringing  the  idea  to  enactment. 

The  principle  had  not  wholly  won  its  way  with 
specialists.  The  subject  was  discussed  in  their  final 
reports  by  members  of  the  United  States  Conmiis- 
sion  on  Industrial  Relations.  One  such  report  was 
signed  by  three  employers — Richard  H.  Aishton, 
president  of  the  Chicago  &  Northwestern  Railway; 
Harris  Weinstock,  a  California  merchant ;  S.  Thrus- 
ton  Ballard,  a  Kentucky  miller.  These  three  did  not 
insist  that  a  strike  or  lockout  be  prohibited  pending 
investigation  and  pubUshed  findings.  They  went  no 
further  than  to  urge  that,  even  though  a  strike  or 
lockout  had  begun  and  was  continuing,  and  one  or 
both  sides  refused  to  consent  to  an  investigation,  the 
government  should,  nevertheless,  form  a  board  of 
inquiry  with  power  to  compel  testimony  and  to  pub- 
lish findings.  Another  report  was  signed  by  repre- 
sentatives of  sociology  and  philanthropy — John  R. 
Commons,  professor  at  the  University  of  Wisconsin, 
and  Mrs.  Florence  J.  Harriman  of  New  York.  Pro- 
fessor Commons  and  Mrs.  Harriman  dissented  even 
from  the  compulsory  investigation.  Their  plan  was 
to  require  consent  of  both  parties  before  there  could 
be  an  inquiry — perhaps  believing  that  the  essential 
point  was  the  pressure  of  popular  opinion,  and  that 
few  if  any  disputants  would  care  to  enrage  the  pubUc 
by  refusing  to  have  the  facts  ascertained  and  pub- 
lished or  by  striking  or  locking  out  pending  concilia- 
tion and  investigation.  The  railway  brotherhoods 
through  their  representative  on  the  Commission, 
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A.  B.  Garretson  of  the  conductors,  refrained  from  ad- 
vocating any  new  method;  they  had  previously  an- 
nounced that  in  future  they  would  oppose  arbitration 
in  any  form. 

At  the  end  of  1916  President  Wilson  had  espoused 
the  Canadian  plan.  The  brotherhoods  and  the 
American  Federation  of  Labor  had  pronounced 
against  it.  It  was  apprehension  of  a  strike  that  had 
advanced  the  Canadian  provision  to  the  stage  of 
serious  imminence.  Should  it  become  manifest  that 
a  threat  rather  than  a  strike  was  the  limit  to  which 
the  brotherhoods  would  care  to  go,  would  public 
solicitude  be  sufficient  to  bring  the  necessary  support 
in  Congress?  Suppose  it  did  not.  It  is  certain  that 
poor  service  had  not  yet  become  widely  associated 
in  the  public  mind  with  wage  advances  obtained  in 
arbitrations  which  the  public,  though  quite  in  the 
dark,  insisted  the  roads  should  enter  into.  The  pub- 
lic had  not  yet  begun  to  suffer,  or,  if  it  had,  to  know 
why.  The  public,  though  it  might  be  just  as  selfish 
as  the  labor-imions  and  very  much  more  numerous 
when  aroused  to  organize,  had  not  been  aroused  on 
the  deeper  economic  phase.  Strikes  aside,  the  coun- 
try was  yet  to  undergo  that  pervasive  interchange 
of  information  and  opinion  which  brought  about  the 
achievements  relating  to  currency,  freight-rates,  and 
regulation  of  trade. 

LAW  AND   ORDER 

"Murder  is  murder,"  said  Colonel  Roosevelt  to 
^  audience  at  Columbus,  Ohio,  where  people  were 
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being  killed  in  a  street-car  strike.  "  Manslaughter," 
said  the  California  court  when  the  McNamaras  were 
identified  as  dynamiters;  destruction  of  property 
was  stopped  with  the  Indianapolis  bridge-blowing 
cases,  and  was  not  resumed.  "  Murder  is  a  poUtical 
oflfense,"  declared  some  speakers  and  writers  during 
the  dynamiting  trials,  but  they  were  few,  and  it  was 
plain  that  the  people  of  the  country,  including  the 
members  of  labor-unions,  were  overwhelmingly  de- 
termined that  attacks  upon  life  and  attacks  upon 
property  should  cease. 

Following  the  Indianapolis  proceedings  the  bridge- 
builders*  union  re-elected  a  number  of  convicts. 
Many  editors  and  others  called  upon  the  American 
Federation  of  Labor,  with  which  the  bridge-builders 
were  affiliated,  to  repudiate  that  body,  but  soon  for- 
got it.  Why  was  the  public  determined  that  murder 
and  destruction  of  property  should  stop,  but  prac- 
tically indifferent  to  the  retention  of  convicted  dy- 
namite-men as  officers  of  vthe  union?  Murder  and 
destruction  of  property  were  concrete,  actual  out- 
rages. Tenure  of  office  in  a  union  by  proven  of- 
fenders against  the  law  was  at  the  worst  only  a  con- 
dition which  might  lead  to  outrages.  The  people  of 
Boston  once  elected  an  alderman  who  was  serving  a 
thirty  days*  sentence  in  jail  on  Election  Day.  A 
real  nuisance,  if  recognized  as  such,  was  abated. 
Disorder  in  Colorado  got  to  where  Federal  troops 
had  to  be  used  if  order  was  to  be  restored.  Army 
men  were  sent,  and  with  the  practically  unanimous 
approval  of  the  nation.    The  business  men  and 
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people  of  San  Francisco  united  in  1916  to  put  down 
what  the  Chamber  of  Commerce  described  as  "vio- 
lence, intimidation,  and  crime"  by  labor  organiza- 
tions, and  the  Chamber  reported  "a  beginning." 
The  voters  accepted  in  referendum  by  6,000  majority 
an  anti-picketing  ordinance 

THE  CLAYTON  ACT 

Legal  status  of  organized  labor  had  caused  much 
agitation.  The  unions  had  demanded  certain  amend- 
ments to  the  laws  against  restraint  of  trade  and  deal- 
ing with  injunctions  and  contempts.  By  employers 
these  measures  had  been  as  earnestly  opposed.  The 
Clayton  bill  became  law.  Mr.  Gompers  rejoiced 
that  he  had  obtained  so  much  for  labor.  Daniel 
Davenport,  counsel  for  the  Anti-Boycott  Association, 
and  James  A.  Emery,  attorney  for  the  Council  for 
Industrial  Defense,  declared  that  the  new  law  gave 
labor  nothing  that  it  did  not  have  before.  With 
these  doctors  disagreeing  so  radically,  was  it  likely 
that  neutral  citizens  would  burn  much  oil  in  ponder- 
ing the  language  of  legislation  which  in  any  event 
must  be  filtered  through  the  courts  before  its  con- 
tents could  be  known?  Was  it  seriously  expected 
that  "menaces"  attributed  by  some  to  the  sup- 
posedly pro-labor  provisions  would  pack  Faneuil  and 
Independence  halls  with  patriots  agog,  banding  to- 
gether for  the  preservation  of  their  liberties?  The 
subjects  dealt  with  in  the  Clayton  law  were  not  yet 
in  the  agog  stage.    People  had  not  found  trouble 
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actually  on  their  door-flteps,  legal  advice  of  the  vicin- 
age blaming  a  clause  in  the  Clayton  Act.  Nothing 
frightful  had  occurred. 

Mr.  Gompers  may  have  got  in  the  Clayton  bill 
some  things  that  he  wanted  and  some  things  that  he 
did  not  want.  Concerning  one  or  two  provisions 
which  he  much  desired  there  was  no  dispute  that 
these  he  would  have  to  seek  another  year.  One  was 
that  the  Sherman  Act  should  not  "apply"  to  labor- 
unions,  whatever  they  or  then*  members  might  do. 
The  phrase  as  the  law  passed  was  that  "nothing  con- 
tained in  the  anti-trust  laws  shall  be  construed  to  for- 
bid the  existence  of  labor  organizations."  Congrms 
resisted  every  pressure  to  substitute  "apply  to"  for 
"forbid  the  existence  of."  Another  demand,  which 
had  been  made  year  after  year  for  two  decades  upon 
party  conventions  and  upon  Congress,  related  to  in- 
junctions. The  statute  restricted  injunctions  in  labor 
disputes  to  cases  "where  necessary  to  prevent  irre- 
parable injury  to  property,  or  to  a  property  right." 
Organized  labor  strove  to  have  it  declared  that  for 
the  purposes  of  the  act  "the  right  to  enter  into  the 
relation  of  employer  and  employee,  and  to  perform 
and  carry  on  business  in  such  relation  with  any  per- 
son in  any  place  to  do  work  and  labor  as  an  employee 
shall  be  held  and  construed  to  be  a  personal  and 
not  a  property  right."  Neither  branch  of  Congress 
jrielded.  In  the  fourteenth  year  of  self-government, 
with  business  out  of  the  saddle,  this  provision  did 
not  go  into  the  Clayton  Act. 

Who  resisted  and  denied  those  demands  of  or- 
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ganized  labor?  To  what  element  in  Congress  did 
the  country,  which  had  not  always  unanimously  ap- 
proved the  vocational  composition  of  that  body — to 
whom  did  the  coimtry  owe  the  omission  of  those  pro- 
visions? Of  all  men  in  the  world,  to  the  lawyers  in 
Congress!  Some  lawyers  were  not  so  familiar  with 
business  as  they  might  have  been,  but  they  were 
familiar  with  law.  It  is  ingrained  into  lawyers  from 
the  untainted  days  of  their  youth.  Gathered  in  that 
Sixty-third  Congress,  the  most  radical  yet  in  an  era 
of  crusading  for  popular  rights,  the  sinister  disciples 
of  Blackstone  could  not  force  past  their  palates  the 
nulhfication  of  the  conspiracy  law  in  favor  of  a  class, 
or  the  declaration  that  the  right  to  do  business  and 
the  right  to  employ  and  be  employed  is  not  a  property 
right  entitled  to  protection  against  irreparable  injury; 
they  could  not  because  they  were  lawyers.  When 
perils  crowded  and  clouds  stood  black  upon  the  sky- 
hne  there  was  this  consoling  thought — that  in  every 
part  of  the  Republic  youth  that  year  and  every  year 
were  taking  from  the  bosom  of  alma  mater  nourish- 
ment in  the  fundamental  equities,  digesting  it  into 
their  substance,  and  a  large  part  of  them  consigned 
for  early  delivery  at  the  halls  of  legislation:  by  the 
grace  of  God  and  the  gift  of  gab. 

COMMON   COUNSEL   NOT   YET  TRIED 

Subordination,  in  short,  of  organized  labor  to  the 
government,  or  in  other  words  to  the  general  interest, 
had  been  accomplished  in  important  directions. 
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Where  public  order  was  at  stake  the  voters 
promptly  and  decisively  put  law-and-order  men  on 
guard.  Where  violent  crime  was  proved  juries  con- 
victed and  judges  sentenced  amid  popular  acclaim. 

Where  a  principle  of  law  or  of  equity  was  wholly 
clear  from  the  beginning  in  the  Ught  of  judgments 
venerable  and  unmodified  by  the  modem  legal  con- 
science, preachers  of  heresy  thumped  in  vain  at  the 
sanctuary  vestibule,  defended  as  the  temple  was  by 
the  high  priests  of  law  and  by  a  parish  people  in- 
structed and  loyal.  In  a  referendum,  to  be  sure,  the 
Chamber  of  Commerce  of  the  United  States  over- 
whelmingly protested  against  a  provision  of  the 
Clayton  bill  on  the  ground  that  it  gave  a  privil^ed 
status  to  labor  organizations,  and  the  provision, 
nevertheless,  stood  in  the  measure  which  went  on  the 
books.  The  President,  however,  in  signing  the  bill, 
made  plain  that  he  did  so  not  to  give  labor-unions 
such  a  privileged  status,  but  because  he  believed 
the  bill  would  not  give  it — a  conclusion  shared,  as 
has  already  been  cited,  by  some  leading  opponents  of 
the  provision  who  deplored  its  alleged  ambiguity. 

Where  the  evolving  social  conscience  proposed  new 
conceptions,  the  government  refused  to  abandon 
fundamental  equity  if  the  electorate  of  a  jurisdiction 
after  lucid  exposition  and  thorough  discussion  saw  the 
novel  and  plausible  pretense  or  fallacy  stripped  off 
and  ancient  principle  in  plain  view.  Men  of  afifairs, 
it  is  true,  could  not  now  stop  a  legislative  proposal 
by  announcing  publicly  or  to  their  agents  that  they 
disliked  it.    The  time  for  that  had  passed  before  the 
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era  of  declining  profit  per  unit  in  manufacturing  and 
transportation  set  in.  It  was  in  the  epoch  of  de- 
thronement for  irresponsible  business  power  that 
labor  cost  became  a  major  problem.  The  struggle 
between  employer  and  employee  had  become  acute 
in  proportion  to  capital's  loss  of  control  and  labor's 
gain  in  strength.  Labor's  appeal  for  legal  privileges 
grew  more  persistent  and  energetic.  Yet  the  em- 
ployer or  group  of  employers  who  desired  to  defeat  a 
mooted  change  in  the  status  of  labor  and  bade  a 
henchman,  "You  go  tell  Congress  we  won't  stand  for 
that"  sounded,  by  1910,  hopelessly  medieval.  Ac- 
quiescence by  Congress  and  legislatures  in  the  em- 
ployer's view  on  a  given  piece  of  labor  legislation 
had  not  been  sought  in  the  sense  that  currency  re- 
form, Eastern  freight-rate  advances,  and  postpone- 
ment of  precipitate  activity  of  the  Federal  Trade 
Commission  had  been  sought.  What  succeeded  in 
those  cases  cannot  be  said  to  have  failed  in  the  case 
of  labor  legislation  until  it  should  be  tried. 


Chapter  XVI 

THE  PARADOX  OP  UNREST 

THE  *'nEW  social  CX)N8CIENCB" 

WE  turn  now  to  that  unrest,  more  general  than 
that  of  organized  labor,  which  many  thought 
wore  an  aspect  of  impending  revolution;  we  seek 
answers  to  the  inquiry,  "Was  social  injustice  as  great 
and  as  obstinate  as  some  writers  pictured  it? — great 
enough  to  warrant  anxiety  lest  the  slow  working  out 
of  national  problems  through  representative  institu- 
tions be  interrupted  by  violence  or  by  legal  aboUtion 
of  private  property?" 

If  a  journalese  tourist  from  Altruria  had  sought  in 
the  United  States  in  1914  what  Chesterfield  saw  in 
France  in  1753,  the  signs  of  impending  revolution, 
he  would  have  learned  that  popular  tokens  of  dis- 
content had  led  Congress  to  establish  a  Commission 
on  Industrial  Relations.  This  body,  though  never 
able  to  concur  in  statements  signed  by  a  majority  of 
its  members,  had  from  time  to  time  published  find- 
ings which  culminated  in  a  "final  report"  summariz- 
ing testunony  and  giving  minority  utterances.  Em- 
ployees on  the  one  hand  and  employers  on  the  other 
had  presented  reasons  for  unrest. 

Labor  wanted  greater  return;    so  did  capital. 
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Employers  were  charged  with  greed ;  employees  with 
craze  to  get  rich  quick.  Labor  wanted  more  say; 
capital  thought  labor  had  too  much  say  already. 
Should  the  shop  be  open  or  closed?  The  black- 
list; the  boycott.  Violence  was  laid  by  each  side 
to  the  other,  likewise  pohtical  influence.  Labor  com- 
plained of  monopoly  of  land  and  resources,  capital  of 
monopoly  of  labor.  Immigrants  were  objectionable 
to  labor  as  competition  and  to  employers  as  led  by 
the  nose.  Labor  decried  woman  and  child  competi- 
tion; capital,  restriction  of  apprentices.  Inefficiency 
was  admitted  by  labor,  but  was  attributed  to  failure 
of  employers  to  provide  training.  Labor  bemoaned 
the  high  cost  of  living;  capital,  the  high  cost  of  labor. 
Both  sides  deplored  unemployment. 

Om*  Altrurian  would  have  noted  how  sharply  the 
items  divide  themselves  into  two  groups.  On  the 
one  side,  offenses  which  were  against  the  law  and  had 
been  for  centuries.  On  the  other,  aspirations  which 
were  to  be  promoted  by*  new  laws.  He  could  have 
found  the  contrast  made  still  more  vivid  in  a  certain 
statement  published  some  months  later.  This  was 
not  made  by  the  labor  leaders;  employers,  and  repre- 
sentatives of  sociology  and  philanthropy  who  com- 
posed the  Commission  on  Industrial  Relations  or 
testified  before  it,  but  by  one  more  remote  from  the 
trenches.  WiUiam  J.  Tucker,  for  many  years  presi- 
dent of  Dartmouth  College,  and  after  retirement  from 
that  post  an  occasional  speaker  and  writer,  was 
looked  upon  wherever  he  was  known  as  a  representa- 
tive American  student  of  events  from  the  point  of 
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view  of  scholarship  and  ethics  free  from  the  special 
bias  of  the  man  of  affairs,  the  politician,  or  the 
social  worker.  Dr.  Tucker  contributed  to  the  At- 
lantic  MonUily  for  September,  1915,  an  essay,  "The 
Progress  of  the  Social  Conscience." 

Two  observations  stood  out  in  Dr.  Tucker's  article. 
The  first  had  to  do  with  monopoly.  The  new  social 
C9nscience,  he  said,  had  apparently  sprung  into  ac- 
tion "to  resist  the  encroachments  of  monopolistic 
wealth  upon  the  liberties  of  the  people. "  The  second 
observation  touched  on  charity.  The  new  social 
movement,  Dr.  Tucker  asserted,  "put  forth  as  its 
chief  principle  of  action  that  in  any  attempt  to  solve 
the  problem  of  economic  poverty,  the  stress  should  be 
laid  upon  justice  rather  than  upon  charity." 

Bringing  the  two  together  in  a  paragraph  service- 
ably  shows  the  posture  of  affairs.  Though  much  had 
been  done  to  ameliorate  hardship  arising  from  un- 
equal ability  and  unequal  thrift,  much  still  survived 
to  give  business  to  philanthropists  in  later  eras.  If 
the  failure  to  precipitate  instantly  a  millennium  of 
universal  comfort  and  bliss  had  in  it  the  seeds  oi 
revolution,  then  revolution  was  due;  but  if  as  in  the 
past  men  were  to  prove  on  the  whole  and  in  the  long 
run  submissive  to  a  progress  real,  but  of  evolutional 
deliberateness,  then  revolution  need  not  be  appre- 
hended, for  the  pace  of  civilization  upward  had  in 
their  day  been  accelerated  as  never  before  by  the  prod 
of  science  and  of  intercommunication.  Dr.  Tucker 
saw  envy  and  thought  it  somehow  novel.  He  spoke 
of  the  "sudden"  increase  and  concentration  of 
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wealth,  declaring  that  "If  the  present  economic  sys- 
tem must" — he  was  quoting  Andrew  Carnegie — 
"'inevitably  give  wealth  to  the  few,'  then  socialism 
is  near  at  hand." 

But  was  it  essentially  or  significantly  new?  When 
since  time  began  was  there  hamlet,  city,  province, 
or  nation  in  which  accumulation  was  otherwise  than 
to  a  few?  The  United  States,  like  other  twentieth- 
century  countries,  was  novel  in  that  people  over  a 
larger  area  were  unified  in  language,  government, 
trade,  and  interests.  This  was  the  result  of  modern 
communication.  Our  heroes  and  villains  were  no 
longer  parochial,  but  read  their  destiny  in  a  nation's 
eyes.  Upon  the  village  man  of  substance  in  earlier 
days  his  immediate  neighbors  leaned  for  agricultural 
or  industrial  leadership,  for  credit,  for  guidance;  they 
envied  him  and  often  disqualified  him  for  community 
honors.  The  scene  had  now  enlarged.  The  com- 
munity was  become  the  continent.  Business  units  ex- 
panded correspondingly  as  communication  promoted 
specialization.  Capital  sought  as  managers  those 
who  showed  the  highest  success  in  large-scale  en- 
terprise. Large-scale  business  spelled  large-scale 
incomes  and  large-scale  fortunes.  The  scale  had 
changed,  but  had  the  proportion  and  the  essentials? 
The  Micawber  who  earned  twenty  shillings  and  spent 
twenty-one  was  dazed  and  in  some  cases  enraged  at 
the  thought  of  fortunes  so  huge  that  nobody  could 
count  or  even  conceive  their  extent,  but  did  such 
affluence  really  seem  to  him  any  further  from  his 
grasp  than  that  of  the  neighbor  who  earned  twenty 
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shillings,  spent  nineteen,  and  had  no  apprehension 
of  the  bailiflf  or  of  Fleet  Street?  Had  human  in- 
equality really  taken  on  such  new  shapes  that  one 
might  reasonably  expect  in  the  nation  a  revolution 
which  human  inequaUty  had  not  brought  about  in 
the  village,  the  city,  the  State? 

JUSTICE  AND  CHARITT 

Pleas  for  measures  designed  to  make  good  to  in- 
dividuals at  community  expense  the  inequality  in 
their  natural  gifts  had  been  rendered  persuasive,  it 
is  true,  as  Dr.  Tucker  saw,  by  calling  social  amehora- 
tion  "justice"  and  not  "charity."  To  call  it  so, 
however,  did  not  make  it  correspond  to  that  actuaUty 
in  the  human  consciousness  which  since  definitions 
began  had  been  defined  as  "justice." 

If  the  conununity  consisted  of  three  men,  Saul, 
David,  and  Jonathan,  and  with  equal  opportunity 
Saul  gat  more  from  the  «oil  than  either  David  or 
Jonathan,  and  Saul  being  moved  to  compassion 
pooled  with  the  others  and  divided  evenly,  nobody 
would  call  this  anything  but  charity  in  the  pre- 
uplift  sense.  If  Saul  was  unwilling  to  pool  and  di- 
vide, and  David  and  Jonathan  cast  a  majority  vote 
in  favor  of  his  doing  so,  would  anybody  call  this 
justice  or  charity  either?  To  David  and  Jonathan, 
though  they  missed  the  point,  the  question  might  be 
one  not  of  leveling  the  shares,  but  of  preserving  the 
conmion  supply.  A  man  feeds  even  his  slave  or  his 
horse  whatever  quantity  proves  necessary  to  keep 
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him  at  work  profitably  to  the  owner.  The  Davids 
and  Jonathans  of  Dr.  Tucker's  era  were  in  the  ma- 
jority in  republican  America,  and  the  Sauls  could  be 
compelled  to  pool  and  divide  even  unto  constitu- 
tional amendments,  if  any  were  needed.  Whether 
the  Davids  and  Jonathans  had  sufficient  temperance 
in  their  diffusion  of  the  Sauls'  incomes  to  preserve 
the  Republic  was  the  question  which  gave  apprehen- 
sion to  observers  such  as  were  quoted  in  earlier 
chapters  of  this  book. 

In  what  proportions  should  those  who  had  share 
with  those  who  had  less  or  had  nothing?  This  in 
many  forms  was  an  inquiry  which  had  been  pressing 
at  a  time  when  the  air  was  still  full  of  Dr.  Tucker's 
other  question,  that  of  monopoly.  A  great  part  of 
the  active  poUtical  sphere  seized  upon  "social  jus- 
tice" as  the  completion  of  the  war  on  monopoly. 
To  them  amelioration  of  natural  inequality  should 
brook  no  more  delay  and  count  no  more  the  cost  than 
enforcement  of  fundamental  law.  A  little  calm  con- 
sideration by  our  Altrurian  observer  would  have 
shown  that  the  two  are  utterly  distinct  in  kind. 

To  stop  monopoly  was  to  compel  obedience  to  a 
principle  of  law  which  was  long  established  and  of 
which  observance  would  without  undue  harshness  be 
exacted  forthwith  from  anybody  at  any  time,  though 
the  process  might  cause  substantial  loss  to  the  cul- 
prit and  suffering  to  many  others — perhaps  to  the 
whole  nation.  To  amend  the  code  of  factory  sanita- 
tion and  accident  Hability,  on  the  other  hand,  was 
not  the  enforcement  of  estabhshed  standards,  but 
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the  adoption  of  new  ones,  which  the  community  itself 
had  only  now  developed.  The  community  in  that 
area  of  action  would  discharge  its  duty  and  exact  all 
that  it  fairly  might  from  the  victims  of  transition 
if  it  introduced  such  changes  gradually.  Monopoly 
statutes  and  health  ordinances  are  not  in  one  cate- 
gory. Abatement  of  monopoly  was  far  from  the 
minds  of  many  who  advocated  measures  for  mitiga- 
tion of  unequal  conditions.  Perhaps  the  strongest, 
certamly  the  most  active,  group  of  such  advocates 
was  the  labor-unionists,  whose  demand  was  the  closed 
shop — a  clear  monopoly  of  opportunity  against  those 
who  could  not  or  would  not  join  the  union. 

Dr.  Tucker  would  hardly  have  said  that  what 
made  blackmail  and  bribery  odious  was  the  recent 
progress  of  the  social  conscience.  The  ancient  law 
abhorred  them.  The  crusade  against  "corporations 
in  poUtics"  was  directed  against  blackmail  and 
bribery.  The  grip  of  industrial,  transportation,  and 
business  institutions  upon 'the  city,  county.  State, 
and  Federal  governments  was  the  object  of  an  at- 
tack which,  if  successful,  would  vindicate  the  law 
and  restore  self-government.  It  had  to  be  done  to 
preserve  the  Republic.  The  cost  was  a  secondary 
consideration,  if  any.  Confusion  of  mind  beset 
many  political  leaders  or  was  inflicted  upon  their 
followers.  Condorcet,  that  apostle  of  freedom  whose 
death  in  a  dungeon  spared  him  execution  by  French 
republicans  in  the  name  of  hberty,  spent  his  final 
hours  in  composing  a  record  of  human  progress  in 
which  he  looked  forward  to  "the  raising  of  all  nfr> 
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tions  to  a  common  level ;  the  progress  toward  equal- 
ity in  each  separate  people;  and,  lastly,  the  practical 
amelioration  of  the  lot  of  man."  American  leaders 
sought  to  identify  what  Condorcet  called  "the  prog- 
ress toward  equality"  with  what  he  called  ''the 
practical  amehoration  of  the  lot  of  man"  and  to 
justify  mandatory  haste  in  obtaining  "social  justice" 
because  denunciatory  and  mandatory  haste  were 
justified  and  imperative  in  compelUng  obedience  to 
established  civil  law.  If  Uberty  were  to  be  preserved, 
then  monopoly,  blackmail,  bribery,  conspiracy,  must 
be  dealt  with  summarily;  but  equally  must  indus- 
trial customs  and  standards  be  dealt  with  patiently, 
pubUc  sentiment  becoming  well  grounded  and  ex- 
perimental pioneering  having  been  thoroughly  done 
before  the  new  conceptions  were  stereotyped  in 
statutes. 

CLAMOR  AND   FACT 

Daniel  Webster  said  in  1833: 

"There  are  persons  who  constantly  clamor.  They 
cry  loudly  against  all  banks  and  corporations  and 
means  by  which  capital  becomes  united  in  order  to 
produce  important  and  beneficial  results.  In  a  coun- 
try where  property  is  more  evenly  divided  than  any- 
where else,  they  rend  the  air,  shouting  agrarian  doc- 
trines. In  a  country  where  the  wages  of  labor  are 
high  beyond  parallel  they  would  teach  the  laborer 
that  he  is  but  an  oppressed  slave." 

There  had  been  clamor  ever  since,  and  the  occasion 
for  the  Conamission  on  Industrial  Relations  was  that 
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not  only  the  principals — employers  and  employe 
but  also  impressionable  outsiders  were  organised  as 
never  before  for  the  purpose  of  discussing  conditiooB. 
William  Graham  Sunmer,  who  noticed  how  hopelen 
it  is  by  logic  and  exhortation  to  make  headway 
against  "any  current  of  belief  which  has  obtained 
momentum,"  would  have  bidden  our  Altrurian  in- 
quirer "look  at  the  causes  of  the  current  belief,  and 
you  will  find  them  in  the  current  economic  conditions 
which  are  controlling  at  the  time  in  the  struggle  and 
the  competition  of  life."  But  the  Altrurian  looked, 
and  what  did  he  see? 

First  he  ascertained  whether  as  a  matter  of  fact  the 
United  States,  as  tested  by  emigration  and  immigra- 
tion, was  regarded  as  a  good  place  to  go  to  and  to 
stay  in.  He  found  that  even  in  1908,  the  year  in 
which  the  largest  number  of  j^ersons  departed  hence 
for  other  countries,  there  was  an  excess  of  arrivals 
over  departures;  that  from  1909  to  1913,  inclusive, 
the  excess  aggregated  3,096,713,  and  that  the  ezoesB 
in  1913  was  the  largest  in  any  year  except  one. 

Concentration  of  land  among  the  few  to  the  misery 
of  the  many  would  be  another  cause  of  hegira  and 
revolution.  The  Altrurian  discovered  that  the  aver- 
age farm  was  eight  acres  smaller  in  1910  than  in  1890. 
Curious  as  to  absentee  landlordism,  he  made  a  note 
that  farm  acreage  operated  by  owners  rose  from  66.3 
per  cent,  in  1900  to  68.1  m  1910. 

Of  total  homes  in  the  United  States  other  than 
farms  he  found  that  those  owned  by  occupants  were 
36.2  per  cent,  in  1900  and  38.4  per  cent,  in  1910; 
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owned  free  from  encumbrance,  24.7  per  cent,  in  1900 
and  25.7  per  cent,  in  1910. 

Did  employers  grind  the  faces  of  employees? 
Wages  in  manufacturing  on  the  average  rose  from 
$426  in  1899  to  $518  in  1909  and  $579  in  1914;  on 
railways,  from  $563  in  1899  to  $826  in  1915. 

What  chance  had  a  poor  boy?  Frank  A.  Vander- 
lip,  president  of  the  largest  bank,  had  remarked  that 
the  officers  of  that  institution,  with  a  single  exception, 
passed  boyhood  in  poverty.  Mr.  Vanderlip  himself 
wore  the  overalls  of  a  farm-hand  and  a  machine-shop 
apprentice.  One  vice-president  had  memories  of 
himself  as  a  cotton-picker  in  the  fields  of  Louisiana; 
another  was  a  teacher  in  a  coimtry  school  in  Kansas; 
another,  a  newsboy  on  the  streets  of  Chicago.  Henry 
P.  Davison,  ranking  partner  of  J.  P.  Morgan,  the 
leading  private  banker,  began  business  life  in  a 
country  bank.  James  J.  Hill,  the  most  eminent 
transportation  leader,  left  the  farm  at  eighteen  and 
became  a  roustabout  for  a  river  steamboat  company 
at  St.  Paul;  E.  P.  Ripley,  president  of  the  Santa  F6 
Railway,  came  up  from  freight  clerk;  Daniel  Wil- 
lard,  president  of  the  Baltimore  &  Ohio  Railroad,  was 
once  an  oiler  in  a  machine-shop  and  afterward  a 
locomotive  engineer;  only  about  half  a  dozen  railway 
executives  in  the  country  had  not  risen  from  the  bot- 
tom, and  some  of  that  half-dozen  were  lawyers  who 
started  with  nothing  and  crossed  over  into  transpor- 
tation after  they  had  made  their  careers.  The  presi- 
dent of  the  largest  industrial  institution,  the  United 
States  Steel  Corporation,   was  James  A.   Farrell, 
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formerly  a  laborer  in  the  mills.  The  mo«t  celebrated 
wholesale  merchant  was  E.  C.  Simmons,  whose  orig- 
inal capital  was  grit  and  brains;  retail,  John  Wana- 
maker,  who  at  fourteen  served  as  errand-boy  in  a 
dry-goods  store;  wholesale  and  retail,  Marshall  Field, 
self-made,  succeeded  at  his  decease  by  John  G.  Shedd, 
who  in  1867  was  a  clerk  in  a  Vermont  country  general 
store.  It  was  the  exception  to  find  at  the  summit  of 
a  manufacturing  or  mercantile  institution  in  the 
United  States  a  man  who  did  not  begin  his  climb  at 
the  base. 

A   COMPETENT  WITNESS 

The  Altrurian  would  have  sought  some  citizen 
deeply  prejudiced  in  favor  of  popular  aspiration,  some 
one  remote  from  industrial  and  financial  manage- 
ment, and  asked  him  whether  the  government  in  his 
judgment  was  controlled  for  the  benefit  of  a  few. 
For  instance,  William  Allen  White  of  Kansas,  who 
had  declared  that  "Justice,  social  justice,  equal  op- 
portunity for  all,  is  the  chief  end  of  government, "and 
that  "Every  extension  of  popular  power  has  been 
viciously  and  consistently  opposed  by  the  forces  in 
our  politics  thriving  when  money  controls  politics." 
Mr.  White  in  1912  enumerated  many  measures  which 
had  been  adopted  within  a  few  years — the  Australian 
ballot,  corrupt  practice  acts,  anti-pass  acts,  direct 
nominations,  direct  choice  of  United  States  Senatofs, 
the  initiative,  referendum,  and  recall  in  cities  and 
States.  To  these  achievements  Mr.  White  added 
"the  things  that  have  been  upheld  by  the  Supreme 
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Court  of  the  United  States — the  Sherman  law,  the 
right  to  control  public-service  corporations  and  limit 
their  earnings,  the  safety-appliance  law,  the  State 
bank-deposit-guarantee  law,  the  initiative,  referen- 
diun,  and  recall,  the  employers' -liability  law,  the 
corporation  tax  law,  the  peonage  law,  the  hours-of- 
service  law  for  women."  Our  Constitution,  he  re- 
marked, "verily  becomes  no  barrier  to  social  prog- 
ress."    Summing  up,  he  made  two  assertions: 

1.  "It  is  easier  for  an  idea  of  social  justice  to  make 
its  way  into  our  statutes  and  to  impress  itself  upon 
every  branch  of  our  government  than  it  has  ever 
been." 

2.  "The  drift  toward  recognition  of  the  rights  of 
the  social  body  as  ahead  of  the  rights  of  the  individ- 
ual has  been  sure  and  unchecked  for  nearly  a  decade." 

Mr.  White's  reference  to  the  Sherman  law  might  be 
elaborated.  Railways  had  been  subdued  and  put  in 
bondage  and  their  largest  combinations  broken  up. 
Industrial  amalgamations  of  whatever  size  and  power 
had  been  disintegrated,  the  fragments  subjected  to 
regulation  in  New  Jersey,  erst  incubator  of  combines, 
and  to  national  regulation.  Two  amendments  to 
the  Constitution  had  been  adopted  in  about  as  many 
years;  one  validating  the  income  tax,  the  other  au- 
thorizing election  of  United  States  Senators  by  the 
voters. 

PHILANTHROPY  TRACKED  TO  ITS  LAIR 

What  was  the  special  correspondent  of  the  Altruria 

Qazette  to  write?    He  noted  that  the  Industrial  Re- 
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lations  Commission  was  investigating  the  Rocke- 
feller Foundation  and  other  Rockefeller  activities  in 
education,  science,  and  other  philanthropies  said  to 
have  involved  gifts  of  some  $250,000,000.  He  won- 
dered if  the  social  doctors  were  in  straits,  like  him- 
self, for  diseases  to  diagnose.  But  it  was  only  the 
Rockefeller  Foundation,  not  the  Carnegie,  Sage,  and 
others,  that  was  under  the  microscope.  Apparently 
this  selection  came  about  because  the  Rockefellers 
had  stock  and  bonds  in  a  Colorado  mine  where  there 
had  been  civil  war.  But  the  mine  paid  out  in  twelve 
years  $92,000,000  in  wages  and  $391 ,000  in  dividends, 
or  two-thirds  of  one  per  cent,  a  year  on  the  actual  cash 
investment  in  the  stock,  and  a  return  in  addition  on 
the  bonds  bringing  the  yield  on  the  whole  investment, 
stocks  and  bonds,  over  a  period  of  twelve  years,  to 
no  more  than  3^  per  cent,  a  year.  They  could  have 
got  414  per  cent,  out  of  the  bonds  of  the  city  of  New 
York,  with  no  risk  and  no  trouble.  As  John  D. 
Rockefeller,  Jr.,  said  to  th%  Conunission: 

"The  adoption  of  any  policy  toward  labor,  however 
favorable  it  may  seem,  which  results  in  the  bank- 
ruptcy of  the  corporation  and  the  discontinuance  of 
its  work,  is  as  injurious  to  labor  which  is  thrown  out 
of  emplojTnent  as  it  is  to  the  public  which  loses  the 
services  of  the  enterprise,  and  to  the  stockholders 
whose  capital  is  impaired."  Instead  of  exploiting 
the  industry,  he  said,  "we  have  supported  a  policy 
of  development  by  devoting  surplus  earnings  to  im- 
provements, thereby  increasing  employment  and 
generally  extending  the  business,  rather  than  paying 
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dividends.  I  believe  that  an  industry  should  be 
deemed  to  consist  of  its  stockholders,  directors,  of- 
ficers, and  employees;  that  the  real  interests  of  all 
are  one,  and  that  neither  labor  nor  capital  can  per- 
manently prosper  unless  the  just  rights  of  both  are 
conserved." 

The  civil  war  in  Colorado  was,  to  be  sure,  a  fact. 
They  tell  a  story  of  an  American  visiting  in  a  Cen- 
tral American  republic  and  commenting  on  the 
insecurity  arising  from  frequency  of  revolutions. 
A  resident  replied:  "Nobody  has  been  killed  in  a 
revolution  in  this  country  for  forty  years.  How 
many  have  been  killed  in  forty  days  in  yoiu"  Colorado 
revolution?"  It  is  true  that  employers  and  em- 
ployees in  Colorado  had  extreme  friction,  that  the 
State  authorities  did  not  prevent  bloodshed,  and 
that  United  States  troops  had  to  restore  order.  It 
is  equally  true  that  outlawry  in  certain  States  as  long 
before  as  the  Cleveland  administration  had  to  be 
put  down  by  Federal  soldiers.  But  the  episode  of 
twenty  years  before  did  not  prove  a  signal  that  civil 
war  was  to  become  chronic.  Indeed,  as  the  years 
wore  on  the  pubUc  became  less  and  less  patient  with 
interruptions  to  industry  and  with  disturbances  of 
the  peace  in  labor  disputes. 

As  you  worked  East  into  the  belt  where  people 
dressed  for  the  theater  the  eruptions  were  less  dis- 
turbing, because  disorder  was  not  permitted;  it  was 
bad  form.  Those  possessed  of  a  rebelUous  spirit 
achieved  strange  feats  near  somebody  who  was 
prominent  because  of  his  wealth.    We  had  proces- 
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sions  of  mock  mourners,  male  and  female,  past 
Mr.  Rockefeller's  office  in  New  York,  and  interrup- 
tions to  the  Sunday  services  at  the  church  which  he 
attended.  Such  manifestations,  together  with  some 
novel  demonstrations  of  the  Industrial  Workers  of 
the  World,  appealed  to  the  national  sense  of  humor 
and  tended  by  their  absurdity  to  obscure  shortcom- 
ings of  employers  which  otherwise  might  have  been 
seriously  discussed. 

WANTED — A  MONSTER 

The  Industrial  Relations  Commission  also  inves- 
tigated J.  P.  Morgan.  The  vocation  of  Mr.  Rocke- 
feller, Jr.,  was  the  systematic  study  of  social  iUs 
and  the  application  of  remedies.  As  such  he  drew 
upon  himself  investigation.  The  vocation  of  Mr. 
Morgan  was  not  the  systematic  study  of  social  ills 
or  the  application  of  remedies.  Because  of  this  he 
was  marveled  at  in  the  bulletins.  If  you  went  in  for 
sociology  you  got  the  third  degree;  if  you  didn't,  you 
got  the  third  degree  for  that. 

Pursuit  of  another  calling  had,  however,  a  dif- 
ferent bearing  in  Mr.  Morgan's  case,  since  he  was  a 
director  in  the  largest  industrial  enterprise,  a  manu- 
facturing institution  employing  about  one  hundred 
and  seventy  thousand  men,  and  admitted  that  labor 
conditions  were  left  to  the  administrative  officers. 
He  was  asked  his  view  on  what  would  be  a  proper 
wage  for  a  skilled  workman.  No  opinion.  At  what 
age  should  children  go  to  work.    No  opinion  ("the 
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later  the  better").  At  what  age  should  the  Steel 
Corporation  no  longer  employ  men?  No  opinion.  Is 
twelve  hours  too  long  for  a  day's  work?  No  opinion. 
What  opportunity  has  the  individual  workman  in  the 
Steel  Corporation  to  increase  his  wages,  get  shorter 
hours,  or  improve  conditions?  No  opinion.  WTiat 
is  the  cause  of  poverty  and  unrest?  No  opinion. 
What  should  be  done  to  remedy  conditions  which 
cause  unrest?    No  opinion. 

This  process  was  the  ultimate  resort.  To  make 
*Hhe  head  of  the  Money  Trust"  look  like  Louis  XVL 
might  offset  the  good  feeling  engendered  by  the 
adoption  of  systematic  philanthropy  as  a  calling  by 
such  men  as  young  Mr.  Rockefeller.  Hence  the  per- 
fectly simple  expedient  of  summoning  to  the  stand 
not  Mr.  Morgan's  associates  whose  occupation  is  so- 
cial research  and  the  quest  and  expression  of  opinion 
upon  social  problems,  but  Mr.  Morgan  himself. 

Some  of  Mr.  Morgan's  admirers  in  the  press 
promptly  said  that  he  had  not  correctly  represented 
himself.  To  those  who  worked  for  the  Steel  Cor- 
poration and  to  their  neighbors  this  observation  had 
some  force.  Even  a  wider  public,  accustomed  to 
volubiUty  in  their  newspaper  heroes,  knew  that 
there  were  men  capable  of  some  types  of  useful 
service  who  had  never  gone  into  training  for  brill- 
iance on  the  platform  or  on  the  witness-stand,  and 
who  hated  with  a  steady  hate  to  talk  about  their 
own  affairs,  whether  creditable  or  otherwise.  It 
was  coming  to  be  understood  that  what  happened 
to  utterances  when  isolated,  condensed,  and  para- 
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phrased  had  coniirmed  some  men  m  the  habit  of 
reticence. 

Suppose  Mr.  Morgan  had  advanced  on  the  stand 
a  theory  of  unrest — for  instance,  the  theory  that 
there  were  too  many  people  in  this  country  who 
spent  more  than  they  earned  and  too  many  people 
who  were  minding  other  people's  business.  Would 
he  have  escaped  a  mimic  bombardment  on  the  score 
of  flippancy? — and  is  it  likely  that  his  saying  so 
would  have  stimulated  frugahty  or  recalled  many 
people's  thoughts  to  their  own  shortcomings? 

Suppose  he  had  responded  to  some  of  the  questions 
on  specific  phases  as  to  the  Steel  Corporation,  such 
as  hours  of  work  and  the  opportunity  of  the  work- 
men to  improve  their  condition,  giving  whatever 
impressions  he  may  personally  have  formed.  Would 
he  not  merely  have  sapped  to  that  extent  the  founda- 
tion upon  which  liis  business  career  was  based — the 
confidence  of  men  that  he  never  spoke  without 
special  knowledge  and  mature  deUberation? 

PITILESS  PUBUCITY  TWO-EDGED 

The  horn  of  the  dilenmia  which  Mr.  Morgan  seized 
was  to  let  it  stand  that  he  had  no  theory  at  all  and 
no  remedy;  and  he  seemed  to  lose  a  great  deal  less 
in  pubUc  esteem  than  he  otherwise  might  have, 
because  in  the  long  run  nobody  cares  whether  a 
doctor  talks  freely  or  not  about  his  diagnosis  if  he  is 
actually  getting  the  patient  better. 

PubUcity  was  no  longer  the  exclusive  instrument 
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of  the  critics.  Mr.  Morgan's  relation  to  the  Steel 
Corporation  and  what  had  occurred  in  that  institu- 
tion had  been  told  too  often  and  too  well  for  the 
whole  public  to  forget. 

It  was  known  that  he  found,  when  he  went  on  the 
finance  committee  of  that  company  in  1909,  that 
since  1902  the  board  had  maintained  profit-sharing 
in  the  shape  of  company  stock  sold  on  preferential 
terms  to  officers  and  employees,  and  since  1906  had 
been  authorizing  appropriations  for  an  elaborate  sys- 
tem of  safety,  sanitary,  and  other  ''welfare"  pro- 
visions. The  year  following  his  election  to  the 
board,  people  remembered,  a  pension  system  was 
estabUshed,  the  Corporation  contributing  $8,000,000 
and  Andrew  Carnegie  $4,000,000  to  the  capital  fund. 

Even  if  the  Corporation  had  neglected  to  inform 
the  public  of  these  various  policies,  the  labor-union 
leaders  took  care  of  that  by  protests  against  what- 
ever might  tend  to  bind  men  permanently  to  a  con- 
cern employing  them — particularly  a  concern  which 
kept  open  shop.  Not  so  much  had  been  said  by 
union  leaders  about  Steel  Corporation  wages.  When 
Mr.  Morgan  went  on  the  board  the  average  wages 
paid  were  $776;  the  finance  conunittee  authorized 
successive  increases  bringing  the  average  up  to  $905 
in  1914.  This  the  pubUc  knew,  and  it  also  knew  that 
in  1914  the  same  committee  recommended  the  pass- 
ing of  the  dividend,  which  was  done,  in  order  to  avoid 
a  reduction  in  wages. 

Here  was  a  company  which  led  the  van  for  years 
in  "welfare"  promotion.    One  of  its  directors  sized 
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up  the  "welfare"  situation  as  being  in  good  hands 
and  focused  his  energies  upon  matters  not  yet  so 
clearly  automatic.  In  those  days  of  publicity  and 
of  omnivorous  reading  by  the  man  in  the  street  it 
took  a  good  deal  of  a  professional  pessimist  to  cherish 
any  really  obstinate  grouch  over  that  director's 
negligence  in  not  being  a  theorist. 

THE   banker's  job 

But  "What  does  Mr.  Morgan  do?"  insisted  some 
consumers  of  criticism.  (Mr.  Morgan  was  under 
examination  as  a  specimen  of  a  variety.)  One  of  the 
causes  of  unrest  as  presented  to  the  Conmiission  on 
Industrial  Relations  was  "luxury  for  persons  who 
perform  no  useful  service  whatever."  This  was  your 
1789,  your  roots  of  revolution.  This  man  had 
wealth  and  power.  He  happened  by  an  accident 
rare  in  America  to  inherit  both.  If  welfare  matters 
were  left  to  administrative  officers,  as  he  said,  what 
did  Mr.  Morgan  do  for  the  community?  What  was 
his  job? 

Many  would  have  taught  the  people  to  think  that 
this  question  could  not  be  answered.  This  teaching 
failed.  People  read  the  whole  newspaper,  not 
merely  the  revolution  testimony,  and  the  man  at 
the  next  desk,  or  tending  the  next  machine,  or  eat- 
ing out  of  the  next  dinner-pail  read  some  other 
paper.  Things  somehow  got  about.  You  could 
hardly  fool  any  of  the  people  any  of  the  time. 

Mr.  Morgan  was  engaged  in  the  business  of  bank- 
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ing,  the  basis  of  which  is  integrity.  The  existence 
of  integrity  somewhere  did  not  arouse  people's  en- 
thusiasm, any  more  than  did  the  sunrise  or  the  com- 
ing of  spring.  That  somebody  had  to  have  it  and 
use  it  and  consume  his  life  in  putting  it  at  the  dis- 
posal of  the  community  was  quite  as  far  from  the 
average  man's  mind  as  the  balance-sheet  was  from 
the  mind  of  the  wage-earner  who  would  presently 
be  out  of  work  if  the  concern  defaulted  on  its  in- 
terest. Integrity,  and  foresight  of  those  general 
business  afflictions  which  if  not  forestalled  or  checked 
may  spread  misery;  integrity,  foresight,  and  the 
quick,  hard,  silent  grapple  at  the  critical  moment, 
with  other  leaders  gladly  hastening  to  his  side,  drawn 
there  by  their  confidence  in  the  integrity,  the  fore- 
sight, and  the  grapple.  If  this  type  of  social  service 
had  not  been  perceived,  dimly  at  least,  by  the  genera- 
tions of  voters,  one  might  have  despaired  of  "wel- 
fare" being  welcomed  and  those  who  promoted  it 
being  sufficiently  encom-aged  to  go  on.  What  pre- 
vented f orgetfulness  or  obliviousness  from  completing 
its  mischief  was  first  the  national  sense  of  humor  and 
second  an  occasional  shock. 

GOOD  HUNTING 

Justice  Brandeis  somewhere  observed  that  bankers 
were  not  so  much  to  blame  for  certain  conditions  to 
which  he  objected  as  was  their  environment.  It  was 
with  tongue  in  cheek  that  men  nailed  to  the  cross  the 
reputations  of  leading  bankers  and  business  men. 
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They  expected  such  functionaries  to  co-operate  with 
them  next  week  on  some  other  matter.  Some  of  the 
most  essential  services  needed  by  the  public  in  that 
period  were  (1)  services  demanding  high  business 
faculty;  (2)  services  which  could  only  be  performed 
by  men  retaining  the  confidence  of  the  community; 
(3)  services  involving  no  direct  remuneration  except 
public  esteem,  the  actual  battering  down  of  which 
would  inevitably  disincline  extraordinary  men  from 
setting  themselves  up  as  targets.  We  at  times  pre- 
tended to  forget  this.  Some  among  us  might  work 
the  muscles  of  our  eating-apparatus  and  purr  "Good 
himting!"  when  big  game  was  scented.  But  it  was 
mostly  make-believe.  It  was  not  the  man,  but  the 
name  of  a  man,  or  his  picture,  over  which  we  licked 
our  chops.  We  could  not  do  without  him  or  his  like, 
as  we  all  knew.  Even  cognizant  of  his  "luxury" 
and  leisure,  we  were  conscious  that  they  also  serve 
who  stand  and  wait  with  readiness  so  rare  for  tasks 
so  high.  * 

And  there  is  nothing  like  an  occasional  shock  to 
rearrange  the  disordered  mentaUty.  The  wage- 
earners  paid  Uttle  heed  to  the  balance-sheet,  as  has 
already  been  remarked — until  a  depression  brought 
part  time  or  a  shut-down;  you  never  heard  of  strikes 
for  higher  wages  in  hard  times.  The  Central  Labor 
Union  in  your  town  when  work  was  slack  got  re- 
ports every  Sunday  afternoon  setting  forth  in  much 
detail  the  state  of  furnaces  blo^Ti  out  or  blown  in  at 
industrial  centers.  The  shock  arrested  everybody's 
attention.    Now  and  then  we  got  a  shock  that  re- 
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minded  us  of  integrity,  foresight,  and  grapple  and 
renewed  our  interest  in  those  who  exercised  those 
functions  for  us  in  the  reakn  of  finance. 

Such  a  shock  came  with  the  first  weeks  of  the  war 
in  Europe.  The  Stock  Exchange  was  closed.  Some- 
body had  to  do  it.  But  it  was  definitely  and  specific- 
ally somebody  who  did  do  it.  It  could  not  be  done  in 
Pittsburgh  or  Boston.  It  had  to  be  done  at  the  mart 
where  all  our  values  were  registered  in  one  joint 
expression  of  the  meaning  of  forces  and  events. 
It  could  not  be  done  in  town-meeting.  It  had  to  be 
done  by  a  group  small  enough  to  act  quickly,  repre- 
sentative enough  to  command  confidence,  possessing 
integrity,  foresight,  and  grapple,  and  able  to  get  it 
done.  That  Uttle  conference  in  Mr.  Morgan's  of- 
fice, the  governors  of  the  exchange  awaiting  its  re- 
sult, fingered  long  in  the  pubfic  mind.  It  helped 
us  to  understand  what  was  Mr.  Morgan's  job  and 
the  job  of  other  leaders  in  the  same  way  of  business. 

Congress,  again,  needed  an  initiative  in  the  matter 
of  emergency  action.  Somebody  had  to  give  that 
initiative.  It  was  definitely  and  specifically  some- 
body who  did  give  it.  The  country  was  hardly 
aware  that  war  had  broken  out  before  the  Chamber 
of  Commerce  of  the  State  of  New  York  was  sending 
to  the  leaders  of  Congress  a  telegram  urging  passage 
at  once  of  the  ship-registry  bill  and  of  a  war-risk- 
insurance  bill  and  the  adoption  of  measures  to  restore 
foreign  exchange.  Who  were  the  members  of  the 
committee  of  that  Chamber  who  met  day  after  day, 
consulting  for  the  benefit  of  the  nation's  business  and 
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commanding  instant  attention  and  action  from  the 
Congress  which  only  a  little  while  before  had  worn 
an  expression  of  ferocity  toward  "Wall  Street"? 
The  names  started  off  like  this — Jacob  H.  Schiff, 
J.  P.  Morgan,  Frank  A.  Vanderlip  .  .  . 

THE   PUZZLE  OF  IMMIGRATION 

Not  all  the  proposals  which  scudded  down  the 
breeze  were  wholly  comic.  The  least  extreme  was 
that  of  Mr.  Gompers  and  the  majority  of  the  Federa- 
tion of  Labor.  They  sought  legalized  immunity 
from  certain  restraints  upon  them  in  their  struggle 
for  shorter  hours  and  higher  wages.  Alongside, 
within  the  Federation,  said  to  have  been  held  for  a 
number  of  years  to  a  minority  by  the  influence  of 
Mr.  Gompers,  were  the  Socialists.  These  were  gen- 
erally indifferent  to  immediate  betterments  and 
urged  rather  ultimate  acquirement  of  industries  by 
the  government.  At  tha  other  extreme  were  the 
Syndicalists,  the  I.  W.  W.  They  would  seize  forth- 
with any  industry  which  they  could  lay  hands  on  and 
destroy  the  plant  rather  than  leave  it  to  the  owners. 
With  them  the  question  was  not  whether  the  United 
States  was  more  prosperous  or  less  so  than  other 
countries.  The  problem  was  who  should  have  the 
prosperity.  It  was  not  a  dispute  as  to  shares.  They 
wanted  all  there  was.  When  the  I.  W.  W.  agents 
had  propagated  for  a  time  in  a  community  the  most 
soUd  and  intelligent  mechanics,  who  were  earning 
good  and  steady  wages,  embraced  the  conviction 
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that  the  officers  of  the  mill  and  the  stockholders  were 
making  a  fairly  good  thing  ou£  of  it  and  the  men  a 
small  share,  but  the  greater  part  *'went  to  Wall 
Street  in  graft." 

If  asked  what  the  Syndicalists  would  do  with  the 
industry  when  they  got  it,  the  men  repHed  that 
co-operative  stores  in  England  had  developed  man- 
agers. They  did  not  know  that  those  stores  were 
run  by  consumers,  not  by  employees.  Running  a 
business,  when  the  capital  has  been  accumulated 
and  invested,  when  the  instruments,  the  methods, 
and  the  adaptation  to  existing  conditions  have  been 
perfected,  may  differ  from  the  task  of  getting  new 
capital,  of  meeting  new  conditions,  of  origination,  of 
outlay  for  experiment,  of  judging  inventions,  of  esti- 
mating pubUc  demand  for  untried  products  and  pos- 
sible competition.  The  working-man  doesn't  reckon 
with  this  when  times  are  good.  He  isn't  thinking 
ahead  then.  Universal  sympathy  in  our  test  era 
had  somewhat  overwrought  his  emotions.  He  was 
like  the  green  soldier  in  The  Red  Badge  of  Courage, 
who  ''felt  a  vast  pity  for  himself."  Seizure  and 
sabotage  looked  good  to  him. 

Our  Altrurian  might  have  been  puzzled  to  explain 
why  immigrants  kept  coming,  since  these  complaints 
and  evidences  of  desperate  wretchedness  must  have 
constantly  reached  Europe.  For  come  they  did,  as 
has  been  shown.  In  certain  industries  aliens  per- 
formed work  which  it  was  common  to  say  "  Americans 
will  not  do."  The  value  of  the  labor  was  low  com- 
mercially,   the   pay   consequently   small,  and  the 
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workers  addicted  to  crowded  living  on  stAndaids 
which  to  Americans  seemed  degraded.  Yet  thew 
men  journeyed  from  another  country  for  this 
chance.  Many  of  them  sent  money  home.  Thou- 
sands went  abroad  in  depressions  and  returned  when 
the  mills  started  up.  To  say  "they  shall  not"  do 
such  work  as  they  were  fitted  for  miglit  mean  that 
the  work  would  not  be  done  at  all  in  America  and 
might  condemn  them  to  sometliing  at  home,  either 
occupational  or  political,  which  they  at  least  looked 
upon  as  worse.  To  deprive  ourselves  of  their  services 
probably  would  merely  hasten  the  development  of 
mechanical  appliances.  One  of  our  encyclopedists 
says  that  the  idea  there  must  always  be  some  one 
to  do  rough  work  has  no  standing  in  court.  Maybe 
not;  but  there  were  still  in  the  year  of  backwardness, 
1914,  those  who  could  do  rough  work  or  none,  and 
they  trudged  the  lands  of  earth  hunting  for  it. 

One  viewed  those  crowds  arriving,  saw  them  led 
into  extreme  radicalism  tvy  agitators,  assumed  their 
ignorance  and  their  propensity  to  crime,  and  con- 
templating the  peril  to  our  institutions  if  some  of  the 
things  their  leaders  advocated  should  be  adopted, 
wondered  how  any  thoughtful  person  could  keep  a 
normal  pulse. 

THE  AMERICAN  BAFETY-VALVB 

What  you  miss,  rephes  the  tranquil  citisen,  is 
the  meaning  of  America.  We  never  repressed.  We 
let  everybody  blow  off  his  steam  and  try  his  cure- 
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alL  Somebody  somewhere  sooner  or  later  would 
make  an  experiment.  If  he  succeeded,  who  so  glad 
as  we?  If  he  failed,  there  was  an  end  of  it.  For 
years  Mr.  Gompers  was  thought  to  be  the  only  force 
standing  between  society  and  Socialism.  Each  year 
the  majority  in  the  Federation  against  it  became 
narrower.  Then  something  happened.  The  trac- 
tion lines  in  San  Francisco  were  taken  over  by  the 
city.  But  California  was  one  of  the  States  which 
had  a  merit  system  in  the  civil  service.  The  State 
law  was  effective  in  cities.  A  number  of  union  men 
found  themselves  out  of  jobs  with  no  chance  of  em- 
ployment in  sight.  The  American  Federation  of 
Labor  thereupon  sent  a  commission  to  Europe  to 
study  the  relation  between  government  ownership 
and  labor.  This  commission  reported  back  unfavor- 
ably to  government  ownership  and  the  Federation 
at  its  next  convention  cried  "Amen!"  It  is  super- 
fluous to  point  out  the  bearing  of  such  a  stand  in 
such  a  place  upon  a  propaganda  which,  like  So- 
cialism, banks  on  the  wage-workers  for  its  main 
support. 

Syndicalism  and  sabotage,  moreover,  were  not 
always  and  everywhere  snapped  up  by  working-men. 
Several  companies  at  a  certain  center,  all  operated 
by  a  common  ownership  and  management,  were  as- 
sailed by  the  I.  W.  W.,  which  took  out  most  of  the 
employees  from  all  the  works  save  one,  which  did 
not  lose  a  man.  The  reason  was  that  about  three 
months  earlier  that  particular  works  had  installed  a 
pension  system.    Length  of  service  previous  to  the 
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establishment  of  the  system  was  the  basb  of  the 
policies.  Any  man  who  walked  out  would  throw 
away  his  standing.  Nobody  went.  As  unrest  took 
extreme  forms  it  was  counteracted  by  giving  the  meD 
an  obvious  stake  in  stability  and  permanence. 

Probably,  again,  there  is  exaggeration  of  the  ig- 
norance and  crime  among  the  newer  stocks.  The 
percentage  of  illiteracy  was  lower  among  persons  of 
foreign-bom  parents  than  among  those  of  native- 
born  parents,  and  had  gone  steadily  down  since  1880 
among  the  foreign-born  themselves.  As  to  crime, 
the  foreign-bom  in  1910  were  27.3  per  cent,  of  white 
males  of  voting  age,  and  contributed  in  1904  to  the 
prison  population  almost  exactly  their  quota — 28 
per  cent. — while,  separating  "major"  offenders,  they 
contributed  less  than  their  quota,  or  only  22  per  cent. 

Then  there  was  the  Socialist  agitator,  foreign-bora 
always,  with  his  deluded  followers,  imported  of 
course.  But  was  it  tme?  Minnesota  in  1910  was 
first  in  percentage  of  foreign-born  male  whites  over 
twenty-one.  In  1912  the  straight  Socialist  candidate 
for  President  was  Debs  and  the  Socialist  Labor  can- 
didate Reimer.  What  was  the  rank  of  Minnesota 
among  the  States  as  to  percentage  of  the  total  vote 
cast  for  Debs  and  Reimer  combined?  First?  Not 
at  all — tenth.  Rhode  Island  was  second  in  foreign- 
bom  eligibles,  thirty-fourth  in  Socialist  percentage 
of  the  vote;  Ohio,  third  in  foreign-bom  eligiblen, 
fourteenth  in  Socialist  percentage  of  the  vote; 
Massachusetts,  fourth  in  foreign-bom  eligibles  and 
thirty-fifth  in  Socialist  percentage  of  the  vote.    Look 
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at  it  the  other  way  round.  Nevada  and  Oklahoma 
in  1912  stood  tie  at  the  head  in  SociaUst  percentage 
(16)  of  the  vote.  Was  either  of  them  at  the  top  in 
foreign-born  eUgibles?  Certainly  not.  Nevada  was 
sixteenth  and  Oklahoma  thirty-ninth.  Arizona, 
Montana,  and  Washington  were  tied  for  second  place 
in  Socialist  percentage  of  the  vote;  Arizona  in 
foreign-born  eUgibles  stood  twelfth,  Montana  ninth, 
Washington  thirteenth.  Third  place  in  Socialist 
percentage  (11)  falls  to  California  and  Idaho;  CaU- 
fomia  in  foreign-born  eligibles  ran  fourteenth,  Idaho 
twenty-fourth. 

THE  LAW  AND  THE   PROPHETS 

Unrest  resembles  a  phenomenon  which  has  often 
misled  the  student  of  history.  Reading  the  chron- 
icles of  some  ancient  era  he  finds  frequent  and  horri- 
fying mention  of  social  depravity,  to  which  accounts 
of  some  other  period  have  Uttle  or  no  allusion.  He 
concludes  that  the  first  was  an  epoch  of  degradation 
and  the  second  one  of  high  social  standards.  The 
trained  critic  corrects  him  by  pointing  out  that  the 
precise  reverse  is  probably  true ;  for  a  historian  would 
hardly  dwell  much  on  circumstances  so  general  and 
long  continued  as  to  seem  matters  of  course,  whereas 
a  sporadic  outbreak  of  looseness  in  a  period  gener- 
ally circumspect  would  challenge  the  historian's 
consideration. 

Unrest  in  the  United  States  sprang  not  from 
fimeliorations  obstructed,   but  from  ameliorations 
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accomplished.  Sensitiveness  to  wrong  and  to  suf- 
fering from  any  cause  was  acute  among  all  classeB. 
Sympathy  was  the  dominant  instinct  of  that  time. 
So  much  ground  had  already  been  traversed  toward 
better  standards  of  living  for  all  the  people  that  an 
instance  of  discomfort  which  a  century  before  would 
have  passed  unobserved  because  too  common  had 
now  become  so  rare  that  to  see  it  gave  a  twinge. 

Macaulay's  prophecy  in  this  respect  had  come 
true.  You  remember  his  backward  glance  at  the 
seventeenth  centurj';  well-bred  masters  beat  their 
servants,  pedagogues  their  pupils,  husbands  of  decent 
station  their  wives.  Delight  was  taken  in  public 
cruelties.  "Nowhere,"  said  this  Victorian,  "could 
be  found  that  sensitive  and  restless  compassion  which 
has  in  our  time  extended  a  powerful  protection  to  the 
factory  child"  and  others.  "Every  class  doubtless 
has  gained  largely  by  this  great  moral  change;  but 
the  class  which  has  gained  most  is  the  poorest,  the 
most  dependent,  the  mos^  defenseless."  Macaulay 
thought  it  ungrateful  to  be  "constantly  discontented 
with  a  condition  which  is  constantly  improving." 
In  the  boasted  Golden  Age  of  England,  he  observed, 
noblemen  suffered  a  destitution  of  comforts  which 
would  be  intolerable  in  a  footman  of  his  own  day, 
farmers  and  shopkeepers  breakfasted  on  loaves  the 
very  sight  of  which  would  raise  a  riot  in  a  Victorian 
workhouse,  and  to  have  a  clean  shirt  onoe  a  wedc 
was  a  privilege  reserved  for  the  highest  flnnsiw  of 
gentry.  "We,  too,"  Macaulay  predicted,  "shall  in 
our  turn  be  outstripped  and  in  our  turn  envied.    It 
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may  well  be,  in  the  twentieth  century,  that  .  .  . 
numerous  comforts  and  luxuries,  now  unknown  or 
confined  to  a  few,  may  be  within  the  reach  of  every 
diligent  and  thrifty  working-man,  and  yet  it  may  be 
then  the  mode  to  assert  that  the  increase  of  wealth 
and  the  progress  of  science  have  benefited  the  few  at 
the  expense  of  the  many." 

Relief  from  abuses  came  last  century,  but  at  the 
beginning  of  the  twentieth  it  came  more  quickly. 
Nothing  was  allowed  to  stand  in  the  way.  When 
unsanitary  conditions  were  shown  to  exist  in  the 
Chicago  meat-packing  establishments  an  inspection 
law  was  rammed  clean  through  the  Constitution  of 
the  United  States,  an  instrument  which  at  that  time 
conferred  upon  Congress  no  power  whatever  over 
the  contents  of  a  package  in  interstate  commerce, 
or  the  method  of  its  compounding,  imless  it  were  an 
explosive  or  otherwise  capable  of  restraining  trade. 
A  similar  sentiment  drove  to  enactment  a  measure 
excluding  from  interstate  .commerce  product  of  mills 
whose  States  tolerated  child  labor. 

Benjamin  Kidd  in  his  Social  Evolution,  published 
in  1894,  called  attention  to  "the  process  of  develop- 
ment that,  having  undermined  the  position  of  these 
power-holding  classes,  emancipated  the  individual 
and  enfranchised  the  people,  is  now  tending  to 
bring,  for  the  first  time  in  the  history  of  the  race, 
all  the  members  of  the  community  into  the  rivalry 
of  life  on  a  footing  of  equality  of  opportunity." 
Eighteen  centuries  elapsed  after  the  Sermon  on  the 
Mount  before  fortunate  persons  in  Europe   and 
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America  began  to  show  in  numbers  and  in  concert 
a  spontaneous  and  practical  compassion  for  those 
less  fortunate  such  as  Kidd  and  Macaulay  record. 

We  do  not  know  why  it  was  so  long  coming,  nor 
can  we  be  sure  what  induced  it  and  caused  it  to 
propagate.  Professor  Kirchwey  attributed  it  to  a 
love  of  animals,  which  extended  to  children  and 
finally  to  adults;  but  he  did  not  explain  how  people 
came  to  have  solicitude  for  animals.  Possibly  it  was 
the  industrial  revolution  that  lirought  the  condition 
of  the  working  class  more  painfully  to  men's  bosoms 
by  getting  the  laborers  out  of  private  cottages  into 
semi-public  mills  and  parading  them  daily  to  and 
from  their  homes.  We  do  know  that  employers  in 
the  early  twentieth  century  voluntarily  mended  con- 
ditions; that  reluctant  employers  were  subject  to 
the  subtle  persuasion  of  fashion,  of  comparison  with 
the  more  progressive,  of  disapproval  by  their  mates 
and  neighbors  if  they  were  laggard;  that  organiza- 
tions of  workmen  (howevet  criticized  as  to  details) 
conunanded  universal  sympathy  in  their  main  idm 
to  force  all  employers  up  toward  the  standard  of  the 
pioneers.  There  was  no  country  where  this  was 
truer  than  in  the  United  Statra,  as  inmiigration 
attested. 

The  fervid  apostle  of  upheaval  is  much  more  in 
evidence  when  reform  is  all  the  vogue  than  when  re> 
formers  must  speak  to  empty  benches.  Advocacy 
of  remedies  for  economic  inequality  was  epidemic. 
Extreme  and  bizarre  forms  of  sociology  correqMnded 
to"  the  lunatic  fringe  "  noted  by  Mr.  Roosevelt  in  art. 
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COLUMBIA  NEGLIGEE 

The  same  Mr.  White  who  was  quoted  above  pub- 
lished during  a  previous  period  of  unrest  a  discussion 
entitled  "What's  the  Matter  with  Kansas?"  in  which 
he  counseled  the  people  of  that  State  to  "raise  less 
hell  and  more  com."  This  was  what  the  editor  of 
the  Atlantic  Monthly,  replying  to  an  exponent  of 
discontent,  calls  an  answer  from  the  head  and  not 
from  the  heart.  "Argument,"  he  says,  "will  not  give 
you  peace,  nor  will  logic  curb  your  aspiration."  To 
those  who  need  not  find  the  straw,  specifications  for 
brick  are  easy.  Upon  those  who  provided  employ- 
ment in  our  test  epoch  condemnation  often  descended 
when  they  were  merely  falling  short  of  what  they 
would  like  to  do  and  would  do  in  a  magic  world, 
but  could  not  in  a  real  one.  Even  against  God  men 
have  cried  out  for  contriving  beneficent  means  which 
could  be  misused  and  for  giving  man  free  will  which 
man  might  employ  to  his  hurt. 

The  editor  of  the  Atlantic  said  to  the  advocate  of 
upheaval,  "Like  the  gambler,  you  would  spin  the 
earth  round  and  round  till  it  stops  at  your  number." 
Would  facts  and  logic  lead  American  working-men  to 
turn  deaf  ears  to  Syndicalists,  Socialists,  and  those 
who  by  legaUzing  immunities  to  a  class  sought  to 
bring  down  the  whole  structure  of  liberty?  Would 
they  become  accustomed  to  being  better  ofiF  than 
anybody  else  was  or  ever  had  been  in  the  world,  and 
make  up  their  minds  to  enjoy  it  for  a  few  years? 
The  preference  of  "hell"  over  corn  as  a  crop  was 
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capable  of  making  industrial  depressions  more  fre- 
quent, more  intense,  and  more  prolonged,  and  some 
governmental  experiments  would  be  harder  to  un- 
make than  they  had  been  to  make.  How  clearly  the 
working-man  saw  his  interest  and  helped  hasten  im- 
provements in  business  and  government  really  for 
his  benefit  would  apparently  depend  on  how  sys- 
tematically his  enlightened  fellow-citizens  took  the 
trouble  to  show  it  to  him  and  how  vigorously  they 
encouraged  provident  means  designed  to  that  end. 

The  greater  part  of  the  people  in  all  ages  "serve" 
rather  than* ''direct."  Responsibility  for  the  pay- 
roll of  an  unendowed  establishment  has  not  been 
their  lot.  They  are  not  subject  to  the  manager's 
occupational  malady — the  dread  of  shocks  to  con- 
fidence. When  the  poUtical  seismograph  records 
severe  vibrations  the  manager  does  their  worrying 
for  them.  The  professional  economist,  on  the  other 
hand,  studies  conditions  first-hand  and  notes  cause 
and  effect,  but  he  stands  aloof,  thinks  in  centuries, 
and  charts  his  observations  in  curves  on  which  some 
moment  of  high  fever  for  the  business  man  is  repre* 
sented  by  a  tiny  crinkle.  His  is  an  assured  position 
of  personal  impartiality  and  ethical  independence. 
He  is  tranquil  of  temperament  and  pooocflBcn  faith 
in  evolution  and  in  the  future.  He  is  prone  to  that 
callousness  to  acute  suffering  among  others  which  is 
attributed  to  physicians  and  charity  workers.  To 
him  and  to  others  at  large  who  "serve"  rather  than 
"direct"  continuity  of  employment  as  affected  by 
too  rapid  change  in  conditions  and  by  the  influence 
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of  blundering  government  is  forever  slipping  from 
mind. 

Somebody  speaking  of  Maxie  Antoinette  said  that 
she  was  "compassionate  to  distress  when  it  came 
before  her  in  bodily  form,  but  she  had  not  enough 
reach  of  mind  to  grasp  the  amount  of  suffering  caused 
by  reckless  and  extravagant  government."  The 
same  might  have  been  said  in  1916  about  Columbia, 
the  Gem  of  the  Ocean.  She  needed  to  regain  her 
equilibrimn.  She  looked  a  little  like  the  heroic 
female  figure  symbolic  of  Chicago,  whose  head-dress 
while  the  White  City  was  building  in  1892  bore  the 
device, ' '  I  will . "  At  last  the  Exposition  was  finished, 
the  work  complete.  Then  followed  not  rest,  but 
celebration;  and  Mr.  McCutcheon  drew  for  the 
Tribune  a  cartoon  which  represented  the  lady  the 
morning  after  —  bedraggled  and  bespattered,  ban- 
daged as  to  an  eye,  in  spUnts  as  to  an  arm,  and  pro- 
claiming from  her  crown,  "I  did!"  Some  advocates 
of  readjustment  lacked  Uie  balance,  after  so  much 
of  a  startling  sort  had  been  done,  to  be  content  with 
a  period  of  comparative  repose.  They  had  instead 
gone  on  feeding  sensation  to  an  abnormally  cultivated 
public  appetite. 

OPTIMIST  AND  PESSIMIST 

Sober  citizens  in  large  numbers  before  the  war  in 
Europe  were  palpably  filled  with  apprehension  and 
dismay  by  social  unrest.  Some  feared  that  experi- 
ments in  government  operation  of  industry  would 
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drag  the  nation  down  in  its  daily  tasks  to  the  politi- 
cian standard  of  excellence.  This  they  bdieved 
would  forfeit  America's  foreign  trade  and  important 
parts  of  the  home  market.  Thus  weakened  com- 
mercially, how  long  would  American  independence 
last  politically,  and  what  benefit  would  it  be  to 
America  and  the  world  for  such  a  low-grade  civiliza- 
tion to  survive? 

Less  remote  was  the  anxiety  of  others.  These 
looked  upon  social  unrest  as  a  new  epidemic  of  in- 
dividual irresponsibility,  persons  in  every  class  en- 
deavoring, consciously  or  unconsciously,  to  divert 
attention  from  their  own  sloth  and  extravagance  by 
proclaiming  the  sins  of  others.  What  worried  these 
observers  was  the  certainty  that  when  the  war  was 
over  the  people  of  the  United  States  would  still  re- 
main undisciplined  and  unready  for  the  great  ad- 
vance in  quality  upon  which  the  Western  Republic 
might  base  its  visioned  era  of  eminence  in  material 
and  intellectual  achievenaent — its  age  of  Pericles. 
Where,  these  doleful  asked,  was  the  hope  that  in- 
dividual Americans  in  sufficient  numbers  to  restore 
national  aspiration  for  excellence  would  be  led  to  re- 
appraise themselves  and  enter  upon  a  period  of  self- 
development  toward  personal  achievement? 

To  this  despairing  cry  the  incurable  optimbt  had 
two  answers. 

He  replied,  first,  that  men's  memories  were  short 
Between  1893  and  1898  the  cornucopia  of  the  Lord 
had  poured  forth  that  poverty  which  alone  makes 
men  reappraise  themselves  and  restores  their  lives 

19  380 


ARE  WE  CAPABLE  OF  SELF-GOVERNMENT? 

to  frugality,  concentration,  and  conscientious  quest 
of  superiority.  Another  blessing  of  similar  tj^e 
would  doubtless  have  been  vouchsafed  along  about 
1909  if  the  era  of  extravagance  and  over-extension 
had  not  by  a  fluke  been  cut  off  immature  in  1907, 
so  that  the  years  following  were  neither  fat  nor  lean — 
not  lean  enough,  at  all  events,  to  force  frugaUty  and 
keen  effort.  The  cornucopia,  again,  was  just  poised 
ready  to  distribute  real  and  pervasive  unemployment 
in  1914  when  the  war,  after  a  momentary  sprinkle 
of  general  indigence,  broke  in  with  munition  con- 
tracts and  once  more  postponed  the  long-awaited 
discipline.  If  the  pessimist  would  exercise  patience, 
time  would  send  to  a  fat  and  lazy  people  that  benev- 
olent lack  of  business  which  was  essential  to  a  fresh 
beginning  in  individual  and  national  accomplish- 
ment :  for  what  was  war  for  in  the  scheme  of  things 
but  to  destroy  capital  and  markets  and  teach  humil- 
ity  to  the  proud  sons  of  Adam? 

The  obstinate  optimist  repUed,  second,  that  a  deal 
more  was  going  on  in  the  United  States  toward  re- 
storing institutions  and  individual  character  than 
appeared  in  the  evening  paper.  And  to  an  exposi- 
tion of  this  rejoinder  by  the  optimist  the  next  and 
last  chapter  of  this  book  is  devoted. 


Chapter  XVII 
SOME  ANTI-TOXINS 

THE  GERM 

SHADES  of  pessimists,  from  Tocqueville  to  God- 
kin,  could  see  Americans  in  the  fourteenth  dec- 
ade of  their  experiment  still  ambling  blithely  along 
on  their  nag  Democracy,  falling  perpetually  oflf  like 
the  White  Knight  in  Alice,  alighting  on  their  heads 
in  the  ditch,  not  permitting,  any  more  than  the 
White  Knight,  this  inverted  posture  to  interrupt 
conversation,  and  learning  to  dig  themselves  out  of 
each  bog  as  they  came  to  it.  It  remains  to  point  out 
certain  developments  whioh  some  thought  would 
tend  to  prevent  plunging  over  the  horse's  head  so 
often  if  at  all. 

Americans  early  in  the  twentieth  century  no  less 
than  in  the  nineteenth  endured  an  exploitation  for 
a  long  time  before  dealing  with  it.  In  stopping  it 
they  usually  punished  the  culprit  out  of  all  proi)or- 
tion  to  the  gravity  of  his  offense,  especially  consider- 
ing that  they  had  at  first  acquiesced  or  egged  him  on, 
and  as  a  rule  the  penalty  which  they  exacted  fell 
upon  themselves.  All  this  was  an  expensive  prooesB. 
Civilizations  had  died  of  it;  they  got  at  last  a  tumble 
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which  broke  theu*  backs.  Why  did  the  Americans 
keep  having  these  tumbles  and  footing  the  bills? 

Many  identified  the  bacillus  as  plain,  ordinary 
gulUbility.  "Business  inexperience,"  De  Tocque- 
ville  called  it.  Public  attention  was  monopolized 
by  those  whose  interest  or  temperament  was  to  make 
the  most  noise.  Life  was  somewhat  as  Wilham 
James  found  college.  Acknowledging  his  LL.D.,  he 
told  the  alumni  about  an  impression  he  had  formed 
as  a  Freshman.  He  had,  he  said,  stood  as  it  were 
on  the  ciu*b,  gazing  wistfully  as  the  wealthy,  the  os- 
tentatious, and  the  sporty  went  by,  and  imagined 
the  procession  was  Harvard.  Afterward  he  came  to 
imderstand  that  he,  wistful  on  the  curb,  was  the  real 
Harvard.  The  visible,  audible  parade  seemed  to 
many  to  be  the  nation.  Everybody  was  compelled 
to  stare  at  those  whom  everybody  was  talking  about. 
Everybody  talked  about  those  who  produced  a  great 
sound  as  a  vocation,  or  as  a  pastime,  or  because  they 
had  ''monkeyed  with  the  buzz-saw"  and  were  in 
pain.  These  provided  the  newspapers  with  heroes, 
the  procession  with  marchers. 

In  line  you  saw  those  who  clamored  for  special 
immunity  from  the  restraints  which  bound  the  rest 
of  us,  or  would  pay  debts  at  a  discount,  or  would  tap 
the  national  till — as  ready  to  break  in  and  steal  as 
Mr.  Barrie's  bewitching  and  confident  Leonora  to 
commit  murder  if  her  little  girl  had  been  exposed  to 
a  draught.  One  Congressman  announced  in  con- 
versation that  he  was  about  to  demand  Treasury 
loans  on  farm  crops.     A  man  sitting  near  remarked, 
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''How  can  the  government  lend  what  it  doesn't  pos- 
sess? There  is  a  deficit.  The  nation  is 'broke.'  It 
hasn't  a  quick  asset  in  the  world  except  the  power 
to  tax."  The  loan,  replied  the  Congressman  softly 
and  hopefully,  would  come  out  of  the  Treasury 
gold-reserve.  "But,"  ventured  the  other  man,  "the 
gold -reserve  doesn't  belong  to  the  government." 
The  law-giver  smiled  indulgently.  He  would  like 
to  know  to  whom  it  did  belong  then  —  to  Wall 
Street?  "To  the  holders  of  the  notes  that  have 
been  issued  against  it,"  was  the  answer,  which  need- 
lessly grieved  and  troubled  an  ardent  and  artlen 
friend  of  husbandry. 

Mingling  with  the  amiable  sons  of  loot  in  the  pro- 
cession were  many  who  merely  found  it  "easier 
to  imagine  a  new  world  than  to  learn  to  know  this 
one" — the  hair-trigger  reformers,  who  bear  about  the 
same  relation  to  real  life  as  the  flying  children  and 
the  pirates  in  Peter  Pan  or  the  Japs  that  Gilbert 
found  "on  screen  and  fan,  on  vase  and  jar."  They 
were  always  just  going  to  be  happy  if  only  we  would 
^ve  them  this  one  thing  which  they  begged  now. 
Clutching  at  a  heaven  eternally  just  beyond  reach, 
as  with  the  bold  lover  on  Keats's  Grecian  um: 

"Never,  never  canst  thou  kiss, 
Though  winning  near  the  goal"^ 

our  procession  of  happy-thought  transformers  and 

indefatigable  croakers  we  had  always  with  us, 

as  the  pastoral  on  the  um: 
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"When  old  age  shall  this  generation  waste, 
Thou  shalt  remain,  in  midst  of  other  woe 
Than  ours!" 

Always  woe  to  the  woeful. 

As  the  Knights  of  the  Rueful  Countenance  ambled 
past  amid  the  petitioners  for  largess,  we  spectators 
at  window  slapped  the  masonry  in  holiday  glee  or 
wet  it  with  a  tear  if  the  time  tugged  too  hard  at  the 
sob-ducts. 

Sometimes  we  lost  sight  of  all  the  rest  and  fancied 
that  the  pohticians  were  America.  It  was  an  old 
joke  on  the  Republicans  that  they  made  the  crops 
grow.  Government  to  those  who  followed  that  call- 
ing loomed  large  as  a  factor  in  life,  and  they  had  no 
mind  to  let  others  forget  it.  "A  strong  conviction 
that  something  must  be  done,"  quoth  Daniel  Web- 
ster, "is  the  parent  of  many  bad  measures."  Laws 
were  made  for  the  sake  of  making  laws. 

BACILLUS  UNIVERSALIS 

GullibiHty  was  not  Bacillus  AmericamLS.  Tocque- 
ville,  of  course,  did  not  doubt  Americans  as  such, 
but  as  democrats,  and  if  Tocqueville  was,  as  has 
been  remarked,  "an  aristocrat  who  accepted  his 
defeat,"  John  Bunyan  was  a  common  man,  and 
Bunyan,  too,  nailed  down  the  same  frailty.  "Pas- 
sion," he  observed,  "will  have  all  things  now." 
Thucydides  in  the  midst  of  Greek  intellectualism, 
where  not  the  masses,  but  the  upper  strata,  did  the 
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governing,  exclaimed:  "People  do  not  distinguish; 
without  a  test  they  take  things  from  one  another: 
even  on  things  of  their  own  day,  not  dulled  in 
memory  by  time,  Hellenes  are  apt  to  be  all  wrong. 
So  little  pains  will  most  men  take  in  season  for 
truth ;  so  much  more  readily  they  turn  to  what  comes 
first."  Not  Bacillus  Americanus,  but  Bacillua  Um" 
versalis. 

Small  consolation,  however,  in  reminding  ourselves 
that  men  had  always  been  gullible.  History  re- 
torted that  so  had  civilizations  always  collapsed. 
The  Western  Republic  had  no  clean  bill  of  health  by 
showing  that  it  was  no  more  gullible  than  Phoenicia, 
which  had  commerce,  but  no  armies,  and  was  over- 
run successively  by  Assyrians,  Babylonians,  and 
Persians  and  extinguished  by  Romans;  or  Greece, 
which  attained  eternal  supremacy  in  every  modem 
accomplishment  of  the  mind  save  music,  but  had 
not  unity,  and  was  swallowed  up  in  the  rude  empire 
of  Philip  and  Alexander;  or  Carthage,  which  had 
commerce  and  generab,  but  no  troops  of  the  blood, 
and  was  destroyed  by  Roman  legions;  or  Rome, 
which,  we  are  told,  gave  the  world  the  happiest 
century,  though  not  the  most  brilliant,  in  all  time, 
but  failed  to  engage  her  dominant  classes  in  practical 
utilities  and  was  dragged  down  to  darkness  by 
northern  barbarians;  or  Napoleon,  who  "created  an 
imaginary  Spain,  an  imaginary  England,  an  imag- 
inary Catholicism,  an  imaginary  finance,  and  an 
imaginary  France,"  and  succumbed  to  realities  at 
last.    The  question  was  whether  Americans  wero 
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becoming  less  gullible  or  more  gullible  as  their  isola- 
tion came  to  an  end  and  they  faced  the  decisive  test 
of  external  contact  with  the  strongest  peoples  of 
earth.  Bacteria  are  "little  rods."  The  bacillus  of 
guUibiUty  is  a  rod  in  pickle  at  all  times.  It  is  a 
bacillus  not  of  the  saprophyte  group,  which  feed  on 
dead  matter,  but  of  the  parasite  group,  which  subsist 
on  living  tissue.  Some  bacteria  are  destroyed  by 
hot  air.  Not  so  the  bacillus  of  guUibihty.  Caloric 
currents,  instead  of  kilUng,  inflate  and  sustain  it. 
What  was  America  developing  in  the  way  of  artificial 
cooling  apparatus? 

ORGANIZATION  OF  KNOWLEDGE 

"Learning  to  swim,"  said  Langlois,  by  way  of 
metaphorical  advice  to  historians,  "means  acquiring 
the  habit  of  suppressing  spontaneous  movements  and 
performing  others  instead."  Students  of  tennis  and 
golf  observed  a  kindred  phenomenon.  "Form,"  the 
coaches  preach.  The  United  States  had  begun  to  do 
certain  things  by  methods  studied  and  standardized 
instead  of  by  the  inspired  genius  of  the  self-taught. 
Knowledge  had  commenced  to  be  organized.  To 
form  deliberately  a  new  habit  for  a  people  or  race  was 
not  unprecedented.  Francis  Bacon  at  fifteen  quit 
Oxford  and  repudiated  Aristotle:  the  aim  of  study, 
he  proclaimed,  should  be  not  speculation,  but  the 
betterment  of  man's  condition  on  the  earth.  The 
result  was  the  nineteenth  and  twentieth  centuries  of 
dazzling  brilliance  in  science,  from  the  identjficatiop 
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of  disease  germs  to  the  realization  of  those  air- 
craft and  submersibles  imagined  by  Bacon  himself 
three  centuries  before  in  The  New  Atlantis.  Charioi 
Darwin  stated  the  theory  of  descent  with  modifier* 
tion  and  survival  of  the  fittest  in  the  battle  of  life, 
and  in  a  few  years  no  civilized  man  could  think 
upon  science,  or  history,  or  social  conditions  in  any 
other  terms.  Thomas  A.  Jenckes  reported  to  the 
House  of  Representatives  in  1867  that  civil-servioe 
appointments  should  be  made  upon  competitive  ex- 
amination. The  outcome  was  that  in  1916,  of  all 
Federal  employees,  61.8  per  cent,  were  so  appointed, 
holding  office  during  good  behavior,  with  a  similar 
system  extending  into  many  States  and  cities. 
C.  W.  Eliot  in  1868  ventured  the  blasphemy  that 
two  men  might  have  studied  different  courses  and 
both  come  out  "educated."  The  consequence  was 
the  diversification  and  enrichment  of  opportunity  in 
American  colleges,  American  growth  of  research  in 
every  branch  of  knowledge,  and  American  bestowal 
of  dignity  upon  every  mental  vocation. 

Through  the  civil-service  reform  which  got  its 
momentum  from  the  bullet  of  Guiteau,  through  the 
provision  and  enjoyment  of  multiform  facilities  for 
special  training,  and  through  the  example  of  private 
industry,  organization  of  knowledge  and  its  system- 
atic use  was  making  its  way  in  government  admink^ 
tration  and  in  legislation.  E.  L.  Godkin,  whose 
Liberal  student  days  in  Belfast  were  made  bright 
by  the  taunt  which  he  could  launch  at  the  Tories, 
that  in  America  "  the  offices  were  open  to  everybody 
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who  had  the  capacity  to  fill  them,"  declared  himself 
in  1895,  after  forty  years  in  the  United  States,  "not 
sanguine  about  the  future  of  democracy,"  and 
thought  the  Republic  would  have  a  long  decHne 
like  that  preceding  the  fall  of  the  Roman  Empire. 
Our  "immense  democracy,  mostly  ignorant,"  he 
said,  was  "constantly  on  the  brink  of  some  fright- 
ful catastrophe  like  that  which  overtook  France  in 
1870."  To  the  same  Godkin  forty  days  before  he 
was  stricken  the  wonder  was  "the  progress  made 
by  the  colleges  throughout  the  country,  big  and 
Httle,  both  in  quality  of  the  instruction  and  in  the 
amount  of  money  devoted  to  books,  laboratories, 
and  educational  faciUties  of  all  kinds."  The  "prog- 
ress of  the  nation  in  all  the  arts,  except  that  of 
government,"  he  went  on,  "in  science,  in  hterature, 
in  commerce,  in  invention,  is  something  unprec- 
edented and  becomes  daily  more  astonishing." 

Note  his  exception — government.  "How  it  is," 
he  added,  "that  this  splendid  progress  does  not  drag 
on  poUtics  with  it  I  do  not  profess  to  know."  The 
answer  is  ready.  Educational  progress  had  dragged 
pontics  on  with  it.  He  thought,  no  doubt,  and  often 
enough  had  said,  that  every  department  in  Wash- 
ington was  manned  by  the  faithful  in  the  party  on 
top,  and  that  civil  servants  above  the  rank  of  clerks 
were  chosen  for  political,  not  equipment,  reasons. 
If  you  are  as  sure  of  this  as  he  was  the  bacillus  has 
got  you;  for  a  httle  study  of  the  facts  will  show  that 
in  some  of  the  departments  experience  and  training 
were  an  essential  basis  of  appointment  and  retention. 
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Here  is  a  list  of  men  drawing  $5,000  a  year  or 
more  who  were  in  office  when  the  Wil^jon  administra- 
tion came  in  and  still  held  their  positions  on  March 
4,  1915,  two  years  later:  in  the  Treasury  Depart- 
ment— the  director  of  the  bureau  of  engraving  and 
printing,  the  auditor  of  the  Post-Office  Department; 
in  the  War  Department — the  inspector-general,  the 
judge-advocate  general,  and  the  chief  of  ordnance; 
in  the  Navy  Department — the  president  of  the 
general  board  and  the  chief  of  construction  and  re- 
pair; in  the  Post-Office  Department — the  second 
assistant  postmaster-general;  in  the  Department  of 
the  Interior — the  commissioner  of  education,  the 
director  of  the  geological  survey,  the  director  of  the 
reclamation  service,  and  the  director  of  the  bureau 
of  mines;  in  the  Department  of  Justice — one  as- 
sistant attorney-general;  in  the  Department  of 
Agriculture — the  chief  of  the  bureau  of  animal  in- 
dustry and  the  chief  of  the  forest  service;  in  the 
Department  of  Conmierce — the  conunissioner  of  the 
lighthouse  bureau,  the  superintendent  of  the  coast 
and  geodetic  survey,  and  the  director  of  the  bureau 
of  standards. 

CONTAMINATION  8PREAD6 

Departments  involving  applied  science  rather  than 
pubUc  poUcy  contained  hardly  any  but  specially 
tramed  officials.    Take  Agriculture. 

The  Secretary  was  David  F.  Houston,  South 
Carolina  College  '87,  Harvard  A.AL   '92;    after 
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graduate  study  in  political  science  at  Harvard  he 
taught  that  subject  at  the  University  of  Texas  and 
was  president  of  the  Agricultural  and  Mechanical 
College  of  Texas  before  becoming  chancellor  of 
Washington  University,  St.  Louis. 

Among  his  associates  were: 

Chief  (since  1913)  of  the  Weather  Bureau  Charles 
F.  Marvin,  formerly  a  teacher  in  Ohio  State  Uni- 
versity, in  the  department  since  1884. 

Chief  (since  1905)  of  the  Bureau  of  Animal  Indus- 
try A.  D.  Melvin,  who  conducted  a  stock-farm  for 
four  years  and  took  his  D.V.S.  at  Chicago  Veterinary 
College,  in  the  department  since  1886. 

Director  (since  1893)  of  the  States  Relations  Ser- 
vice A.  C.  True,  Wesleyan  73  (A.M.  76),  Harvard 
1882-'84  Ph.D.,  Erskine  CoUege,  South  Carolina, 
'86;  after  extensive  graduate  studies  as  school  and 
college  teacher,  in  the  department  since  1889. 

Chief  (since  1894)  of  the  Bureau  of  Soils  Milton 
Whitney,  who  took  three  years  at  Johns  Hopkins 
in  chemistry  and  served  in  the  agricultural  depart- 
ments of  Connecticut,  South  Carohna,  and  Maryland, 
and  as  professor  of  agriculture  in  the  University  of 
South  Carolina. 

Chief  (since  1910)  of  the  Forest  Service  Henry  S. 
Graves,  Yale  '82  (A.M.  1900),  student  of  forestry  at  j| 

Harvard  and  at  the  University  of  Michigan,  and 
professor  of  forestry  and  dean  of  the  Forestry 
School  at  Yale  1900-'10. 

Chief  (since  1913)  of  the  Bureau  of  Statistics  L.  M. 
Estabrook,  North  Texas  Business  College  '90,  Cor- 
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coran  Scientific  School  at  Washington,  D.  C,  George- 
town Law  School  LL.B.  '97,  teacher,  in  the  depart- 
ment since  1904. 

Chief  (since  1894)  of  the  Bureau  of  Entomology 
L.  0.  Howard,  Cornell  '77  (M.S.  '83),  Georgetown 
Ph.D.  '96,  in  the  department  since  1878. 

Chief  (since  1912)  of  the  Bureau  of  Chemistry 
Carl  L.  Alsberg,  Columbia  '96  (A.M.  '00),  College 
of  Physicians  and  Surgeons  M.D.  1900,  Universities 
of  Strassburg  and  Berlin  190O-'03,  teacher  at  Har- 
vard 1902-'08,  in  the  department  since  1908. 

Director  (since  1905)  of  the  United  States  Office 
of  Public  Roads  L.  W.  Page,  Virginia  Polytechnic 
Institute  and  Harvard,  geologist  of  the  Massachu- 
setts Highway  Commission  and  director  of  the  test- 
ing laboratory  of  the  Lawrence  Scientific  School 
(Harvard)  1893-1900,  in  the  department  since  1900. 

Chief  (since  1913)  of  the  Bureau  of  Plant  Industry 
William  A.  Taylor,  Michigan  Agricultural  College 
'88,  manager  of  a  Michigan  fruit-farm  188S-'91,  in 
the  department  since  1891. 

Chief  (since  1913)  of  the  Office  of  Marketa  and 
Rural  Organization  Charles  J.  Brand,  University  of 
Minnesota  '02,  teacher  at  the  Field  Museum  of 
Natural  History,  Chicago,  in  the  department  since 
1903. 

Chief  (since  1910)  of  the  Biological  Survqr  Hemy 
W.  Henshaw,  explorer  and  biological  surveyor  flinee 
1872,  in  the  department  since  1879. 

Chief  (since  1909)  of  the  Division  of  Publications 
Joseph  A.  Arnold,  Indiana  University  '78,  editor 
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Columhus  Democrat  1880-'05,  in  the  department 
since  1885. 

This  sort  of  thing  was  gradually  contaminating 
even  the  departments  which  deal  with  political 
science.  What  Washington  now  gave  you  was  not 
RepubUcan  information  or  Democratic  information, 
but  just  plain  information.  You  could  shut  off  con- 
siderable loose  talk  among  your  neighbors  and  asso- 
ciates by  asking  them  whether  they  had  taken  the 
trouble  to  acquire  what  Washington  had  on  the 
subject  before  disciu'sing.  Technical  training  was 
more  and  more  in  evidence  in  the  States  and  cities. 

Mechanical  subjects  under  advisement  before  the 
Interstate  Commerce  Commission  or  conunittees  of 
Congress  were  handled  with  models  and  blue-prints 
by  men  whose  daily  job  was  railroading,  and  the 
man  on  the  bench  manifested  confidence  in  their 
knowledge  and  judgment.  The  then  defunct  Tariff 
Board  and  the  Department  of  Commerce  so  far  as  it 
undertook  the  same  function  had  got  petitioners  for 
tariff  schedules  in  a  new  posture.  Nobody  knew 
upon  what  theory  tariffs  were  to  be  made.  That 
was  pohtics.  But  when  it  came  to  facts  there  were 
government  men  at  your  elbow  who  asked  embar- 
rassing questions  and  brought  out  disconcerting 
statements.  The  railway  labor  arbitrations  had 
taken  a  statistical  turn  hugely  different  from  the  old 
days  of  impassioned  oratory:  everybody  had  moved 
up  into  a  new  atmosphere,  and  those  who  found  re- 
search, analysis,  and  summation  irksome  stepped 
into  the  arena  with  possibly  less  spring  than  formerly. 
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More  than  two-ecore  State  logialatures  had  bureans 
of  legislative  research  and  oorpe  of  biU-draft«n. 
Congress  had  started  a  reference  division  in  the 
Library.  If  you  didn't  use  the  bureau  your  oppo- 
nent might  cover  you  with  confusion,  and  if  yoa 
did  use  it  you  were  relieved  of  much  knowledge  that 
wasn't  so.  You  also  found  that  this  measure  which 
you  wanted  would  do  things  you  hadn't  thought  of 
and  which  gave  you  pause. 

DEVELOPMENT  OF   LEAOEBS 

Information,  however,  is  not  the  same  thing  as 
intelligence.  America  had  begun  adapting  the  sup- 
ply of  qualified  leaders  to  the  demands  of  lai'gpocftie 
affairs  and  large-scale  government.  How  one^ded 
training  long  was  a  previous  chapter  suggests.  The 
college  was  first  a  divinity  school  which  non-divinity 
students  attended,  taking  the  only  course  there  was 
and  constituting  a  by-product.  All  the  graduates 
were  bachelors  of  arts  and  the  arts  were  languages, 
history,  literature,  theolog}',  abstract  inathematicB, 
and  unapplied  science.  With  the  Gcnnan  devdop- 
ment  of  wider  curricula,  aimed  to  adjust  educatioQ 
to  the  student's  advancement  in  a  career,  ooUeges 
in  the  United  States  after  the  Civil  War  pursued  a 
like  tendency.  This  was  advocated  and  prophesied 
in  two  articles  entitled  "The  New  Education,"  pub- 
lished without  signature  in  the  Atlantic  Monthly  for 
February  and  March,  1868,  which  led  to  the  election 
of  the  author,  C.  W.  Eliot,  as  president  of  Har\'ard 
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College.  If,  as  Ezra  Cornell  had  hoped,  an  institu- 
tion could  offer  a  student  instruction  in  "any" 
subject,  there  would  be  no  student  who  could  take 
all  the  subjects  offered.  The  world  of  knowledge 
had  ceased  to  have,  as  John  Morley  says,  "circum- 
navigators"— encyclopedic  minds  such  as  Bacon  and 
Goethe.  Individuals  must  choose;  and  Harvard, 
with  a  great  part  of  those  American  institutions 
which  were  many-sided,  let  them  choose  with 
freedom. 

A  man  could  concentrate  intensively,  often  with 
the  aid  of  instructors  who  had  been  in  working  con- 
tact with  specific  occupations.  Technical  schools 
arose  separate  from  the  atmosphere  of  the  older  cur- 
riculum. A  man  could  spend  four  years  in  science 
preparing  for  a  selected  calling,  enter  that  calling, 
rise  to  the  management,  and  find  that  nobody  at 
any  stage  of  the  process  had  compelled  him  to  grasp 
certain  conceptions  to  which  centuries  of  men  had 
given  their  thought  and  their  lives  and  without  grasp 
of  which  the  manager  in  his  new  responsibility  came 
to  the  most  appalling  grief — conceptions  of  capital 
and  its  origin  and  functions;  of  cost  in  relation  to 
selling  price  and  to  investment  return;  of  supply 
and  demand;  of  trade  routes  and  transportation; 
of  law;  of  government  in  its  supervisory  relation  to 
affairs,  and  of  the  obligations  of  the  industrial  man- 
ager to  competitors,  to  employees,  and  to  the  com- 
munity. Such  a  manager,  except  by  accident  or 
extraordinary  insight,  could  not  foresee  the  effect 
of  the  commonest  cause  outside  his  technical  science. 
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He  knew  how  to  build  a  mill.  He  was  obliged  to 
decide  where  to  build  it,  when  to  build  it,  and  whether 
to  build  it;  to  express  his  convictions  so  as  to  per- 
suade investment;  to  maintain  reasonably  peaceable 
relations  with  workmen  and  neighbors,  and  to  keep 
out  of  the  hands  of  the  receiver  on  the  one  side  and 
the  jailer  on  the  other.  It  could  not  work  and  it 
did  not  work.  He  was  perpetually  sitting  on  a 
powder-keg  and  nobody  had  to  listen  intently  to 
hear  the  detonations.  From  1900  on,  such  explo- 
sions were  incessant,  and  as  I  wrote  these  lines  (1917) 
the  din  had  not  much  abated. 

Another  man  could  "specialize"  (distinguish  this 
from  "concentrate")  in  "sociology,"  read  during  four 
years  more  or  less  at  an  institution  of  learning  such 
parts  as  he  fancied  of  history,  government,  law, 
economics,  philosophy,  and  composition,  with  the 
connivance  of  instructors  who  may  have  obtained 
their  Ph.D.'s  without  classical  languages,  mathe- 
matics, or  natural  science,  and  go  forth  unrestrained 
to  teaching,  authorship,  law,  journalism,  or  politics; 
writing  history,  advocating  and  enacting  legislation, 
proposing  standards  of  conduct,  and  filling  the  minds 
of  voters  with  impressions  as  accurate  as  might  be 
expected  from  a  speaker  so  equipped.  The  resulting 
tumult  did  not  make  easier  the  position  of  the  in- 
dustrial manager  who  had  either  risen  from  the 
primary  schools  or  come  up  through  technology  and 
the  practice  of  engineering,  and  who  "had  nothing," 
as  the  fans  say  of  the  pitcher  knocked  out  of  the  box, 
with  which  to  meet  that  kind  of  batting. 
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Even  so  eminent  an  authority  as  James  Ford 
Rhodes,  while  including  among  the  qualifications  of 
an  historian  "dihgence,  accuracy,  love  of  truth, 
impartiality,"  coimseled  that  "mathematics  are  of 
no  more  use  to  him  than  is  Greek  to  the  civil  en- 
gineer," and  liked  *'to  see  the  historical  student 
getting  his  physical  and  natural  science  at  second 
hand."  Mr.  Rhodes  evidently  thought  foremost  of 
knowledge  rather  than  of  training.  He  suggested 
as  sources  for  science  the  biographies  of  Darwin, 
Huxley,  Pasteur.  Many  disputed,  with  proofs,  this 
assumption  that  the  study  of  Greek  is  useless  to  the 
civil  engineer.  Paul  Elmer  More  in  Aristocracy  and 
Justice  showed  statistically  that  undergraduates  who 
had  studied  Greek  and  Latin  stood  higher  in  natural 
science  than  classmates  who  had  not — the  conclusion 
being  that  the  classics  imparted  strength  and  clear- 
ness to  the  reasoning  faculties. 

As  for  men  whose  vocation  or  avocation  would  be 
to  dehver  themselves  of  judgments  upon  events  for 
the  information  and  instruction  of  their  fellow- 
citizens,  one  of  the  significant  signs  of  the  new  cen- 
tury was  the  growing  belief  that  every  man  of  ability 
was  likely  to  become  articulate  with  advice,  and  that 
the  main  thing  for  the  sake  of  representative  institu- 
tions was  to  produce  as  many  graduates  as  possible 
who  had  learned  to  drudge  for  the  truth.  "An 
orator,"  said  Frank  W.  Gunsaulus,  "cannot  tell  the 
truth;  he  may  tell  the  whole  truth,  but  never  nothing 
but  the  truth;  the  artist  must  create."  When  there 
came  to  Armour  Institute  the  son,  say,  of  a  clergy- 
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man,  child  of  the  atmoephere  of  oratory,  Prendent 
Gunsaulus,  who  knew,  having  been  a  clergyman  him- 
self, put  him  at  a  physical  experiment  to  see  whethar 
he  could  "tell  the  truth  in  copper" — tell  the  truth 
to  the  long  decimal  of  an  inch  as  he  said  "  the  man  of 
to-morrow  must."  Ideas  of  educat<Hv  were  going 
back  to  Malthus,  who  said  he  had  "not  acquired 
that  command  over  his  understanding  which  en- 
abled him  to  believe  what  he  wished,  without 
evidence,  or  to  refuse  his  assent  to  what  might  be 
disagreeable  when  accompanied  by  evidence," 

That  is  the  temper,  was  John  Morley's  comment 
in  1914  on  this  from  Malthus,  "that  we  may  expect 
to  see  grow  and  spread  in  univenities." 

MAKING  ALLrROUND  MEN 

What  did  he  actually  see  in  the  United  States? 
Everywhere  a  new  striving  toward  balance  in  the 
individual  student's  course.  J.  W.  Jenks  sketched 
this  in  terms  of  certain  institutions.  In  188^*91, 
teaching  at  the  University  of  Indiana,  he  saw  in 
vogue  what  he  formed  the  habit  of  calling  "the 
Indiana  idea" — a  curriculum  pretty  rigidly  pre- 
scribed to  produce  an  all-round  man.  Going  to 
Cornell  in  1891,  he  found  the  faculty  in  the  throes 
of  deciding  against  "the  Indiana  idea"  and  for  what 
was  called  "the  Harvard  idea" — free  electivcs.  In 
1915  I  heard  him  say  at  Ithaca  that  in  the  quarter- 
century  Indiana  had  adhered  to  the  Indiana  idea, 
Cornell  had  long  since  adopted  it,  and  now  Harvard 
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herself  substantially  restricted  the  former  freedom 
of  choice. 

Dr.  Ehot  took  the  presidency  hoping  to  cut  down 
the  average  age  of  entrance — then  about  nineteen. 
Steady  stiffening  of  entrance  requirements  offset 
every  effort,  and  when  he  retired,  thirty-two  years 
later,  the  average  was  about  the  same.  Much  con- 
centration in  primary  and  secondary  schools  still 
remained  to  be  accompUshed  before  the  average 
American  student  would  be  carried  into  his  "four 
years'  academic"  at  college  with  anything  approach- 
ing the  credit  attained  at  the  corresponding  age  in 
Germany,  but  secondary  schools  in  almost  every 
part  of  the  United  States  were  giving  in  1916  what 
corresponded  to  at  least  the  first  two  years  of  the 
average  college  in  1870.  At  the  other  end  of  the 
chain  was  the  professional  school.  A  number  of 
universities  introduced  the  requirement  of  gradua- 
tion from  a  college  or  technical  institute  of  specified 
grade  for  entrance  to  medical  and  law  schools. 
Harvard  extended  this  requirement  to  all  graduate 
schools  except  the  dental,  and  this  included  the 
School  of  Business  Administration.  Extending  over 
the  country,  this  tendency  laid  the  foundation  for 
what  some  thought  would  eventually  give  all  mental 
work  a  uniform  status  with  law,  medicine,  and 
theology  in  preceding  the  professional  school  with  an 
academic  course:  by  mental  work  meaning  archi- 
tecture and  decorative  arts,  engineering  of  every 
sphere,  and  other  branches  of  practical  science,  busi- 
ness, banking  and  transportation,  teaching,  author- 

308 


80ME  ANTI-T0X1N8 

ship,  diplomacy,  politics  as  a  career,  "sodal  aervioe," 
and  journalism.  This  last,  of  such  manifest  ooo- 
sequence,  had  been  taught  at  the  Pulitser  School, 
Columbia  University,  and  at  many  other  institutions, 
with  steadily  broadening  curriculum  and  enroUmeot 
of  college  graduates. 

Between  the  secondary  school  and  the  profe 
school  was  the  college  itself.  President  Eliot 
succeeded  at  Har\'ard  in  1909  by  A.  Lawrence  Lowell, 
who  immediately  proclaimed  a  modification  of  the 
underlying  aim.  Men  were  to  be  tested  not  to  find 
out  what  they  knew,  but  whether  they  had  fitted 
themselves  for  what  they  would  have  to  do  next. 
New  entrance  arrangements  were  made.  The  can- 
didate could  choose  between  two  plans.  He  could 
either  pass  examinations  in  a  number  of  prescribed 
and  elective  studies  or  he  could  present  a  certificate 
for  the  quantity  of  his  school  work  and  by  passing 
examinations  in  four  subjects  indicate,  not  his  profi- 
ciency in  them,  but  his  preparedness  for  higher  study. 
Once  entered,  the  student  had  to  conform  in  hia 
choice  of  work  to  a  "group  system"  which  was  in- 
tended to  promote  balance.  That  Har\'ard,  the 
traditional  stronghold  of  the  free  elective,  ■hould 
have  made  these  concessions  suggests  the  etrangth 
which  the  movement  must  have  attained  daewhera. 
At  about  this  time  also  President  Hadl^  of  Yale 
announced  a  program  based  on  a  similar  central 
thought.  Alumni  at  Amherst,  a  small  country  in- 
stitution of  the  earlier  college  type,  urged  and  carried 
a  plan  for  intensive  work  in  the  rliiwrifHi  history,  and 
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literature  with  a  view  to  training  leaders  in  author- 
ship, journalism,  diplomacy,  and  politics,  or  pre- 
paring men  for  graduate  study;  future  new  revenue 
to  be  largely  devoted  to  indefinite  increase  of  pro- 
fessors' salaries  in  the  hope  of  attracting  and  retain- 
ing some  of  the  best  blood  in  the  country  for  its 
faculty.  Wesleyan  University,  at  Middletown,  Con- 
necticut, an  institution  of  similar  atmosphere  and 
ideals,  had  enforced  a  limit  of  five  hundred  upon 
enrollment  and  found  itself  choosing  quality  from  an 
over-subscribed  application-list,  while  endowments 
flowed  generously.  College  and  university  salaries 
during  this  period,  generally  speaking,  came  to  be 
looked  upon  as  too  low  and  it  was  common  to  seek 
endowments  for  raising  the  level.  Finally,  at  the 
same  time  that  the  college  and  the  "academic" 
department  of  the  university  was  lengthening  and 
enriching  the  course  which  preceded  graduate  study 
or  professional  life,  technical  institutes  were  feeling 
a  corresponding  influence.  Journalism  and  debate 
were  emphasized  as  an  aid  to  expression,  and  eco- 
nomics was  finding  a  place  in  the  required  curricu- 
lum. Some  institutes  required  five  years  for  science 
degrees  and  were  considering  six. 

Nobody  thought  all  this  would  prevent  the  ap- 
pearance of  ignorant  or  half-educated  leaders,  or 
even  that  all  educational  institutions  would  put 
emphasis  on  quality  rather  than  on  quantity  of 
product.  The  State  universities  were  maintained 
expressly  for  the  common  man,  and  however  true 
■  it  might  be  that  leaders  are  always  unconamon  men, 
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and  otherwise  would  not  be  leaden,  it  woold  be  a 
problem  to  get  for  uncommon  men  uncommon  train- 
ing  in  a  public  university.  What  seemed  dear  was 
that  endowed  institutions  and  State  coUeges  in  one 
degree  or  another  had  come  to  realize  more  than 
formerly  the  relation  of  general  training  to  fitness  for 
leadership  in  a  specific  vocation,  including  politics, 
and  that  the  country  might  expect  an  increased 
annual  output  of  uncommon  men  into  many  occupik 
tions,  men  made  members  of  that  society  of  scholars 
who  are  divided  by  temperament  in  giving  foremast 
emphasis  to  liberty  or  to  order,  but  who  all  bring 
into  American  life  the  background  of  "the  best  that 
has  been  said  and  thought"  and  done  in  the  world 
and  the  ingrained  habit  of  conscientious  study  in 
advance  of  action  or  utterance. 

PUBLicnr 

Those  who  thought  themselves  enlightened  often 
ascribed  popular  wrong-headedness  or  indifference 
in  elections  to  poi)ular  density;  but  usually  the  en- 
lightened had  themselves  to  blame  for  trying,  as 
Arthur  Brisbane  put  it,  to  take  a  three-by-five 
bundle  through  a  two-by-four  doorway.  Pitt  the 
younger  declined  in  the  1790's  to  prosecute  the 
author  of  any  book  which  sold  for  three  guineas,  on 
the  ground  that  it  could  never  reach  enough  readefs 
to  do  any  harm.  The  color  of  government  in  an 
area  inhabited  by  about  five  million  people  was  d^ 
termined  for  four  years  in  1909  by  a  traction-ear 
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advertisement  which  in  effect  set  forth:  "High  taxes 
make  high  rents.  Extravagant  government  makes 
high  taxes.  Tammany  government  is  extravagant. 
Vote  Fusion." 

In  Ohio  those  interested  in  carrying  a  couple 
score  of  constitutional  amendments  had  the  conven- 
tion fix  the  election  on  the  day  after  Labor  Day. 
This  assured  their  speakers  large  audiences  of  work- 
ing-men in  every  part  of  the  State  on  the  eve  of  the 
voting.     Most  of  the  amendments  were  ratified. 

A  coaUtion  in  Boston,  where  the  well-to-do  Uve 
in  the  suburbs  and  cannot  vote  in  the  city,  put  up 
for  school  committee  two  men  who  were  opposed 
by  a  woman.  She  was  well  known  to  the  voters, 
had  the  regular  nomination  of  the  majority  party, 
and  was  running  alone  for  either  of  the  two  places, 
so  her  friends  could  strengthen  her  relative  position 
by  refraining  from  a  choice  for  second  place.  One 
Fusion  man  defeated  her  by  18,000,  the  other  by 
17,000.  What  had  been  done  for  the  children  and 
teachers  under  the  administration  to  whose  poHcies 
the  successful  candidates  were  committed  was  re- 
lated by  a  committee  of  men  and  women  in  whom  all 
elements  had  confidence.  Their  nine  short,  simple 
articles  were  published  in  all  the  morning  papers 
on  the  nine  days  preceding  the  election.  That  was 
all,  and  it  was  enough:  responsible  and  attentive 
leadership,  spokesmen  having  the  pubUc  confidence 
and  teUing  their  story  simply  and  briefly,  telling  it 
every  day  to  the  end  and  not  beginning  to  tell  it  too 
long  before  the  end. 

?12 


SOME  ANTI-TOXINS 

The  San  Francisco  Chamber  of  Commeroe  got 
before  the  people  of  that  city  an  anti-pleketing  or- 
dinance. A  large  part  of  the  moet  prosperous  per- 
sons lived  and  voted  across  the  bay  in  Oakland. 
Organized  labor  controlled  the  government  for  many 
years.  The  ordinance  was  adopted  in  popular  ref- 
erendum by  6,000  majority.  The  voters  had  been 
told  about  it  in  short,  simple  statements  uttored  by 
individuals  whom  they  trusted. 

There  were  in  the  country  several  thousand  prac- 
titioners of  the  healing  art  of  publicity  working  for 
other  people,  besides  those  who  worked  for  them- 
selves. Each  had  his  brand.  One,  when  asked  how 
to  get  things  into  the  pai)ers,  filed  a  typewritten 
prospectus  of  three  hundred  and  forty-two  pages. 
His  successor  replied  to  the  same  inquiry,  "Write 
the  kind  of  things  they  want."  Ivy  L.  Lee  told 
the  Industrial  Relations  Commission  that  his  theory 
was  for  the  principal  to  tell  the  truth  over  his  own 
name. 

The  principal  in  such  matters  as  sanction  for 
competitors*  agreements  and  equality  with  labor- 
unions  before  the  law  was  not  any  single  industrial 
executive,  but  leading  business  men  in  every  com- 
munity and  in  every  trade.  The  word  "publicity" 
had  given  way  to  the  phrase  "public  relations."  A 
leading  man  was  one  who  led.  He  didn't  expect  to 
hire  a  man  to  do  it  for  him.  Out  of  his  charieter, 
time,  energy,  thought,  he  made  contributions  to 
exertion  of  influence  on  his  neighbors,  customen,  aikI 
competitors. 
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THE  CONUNDRUM 

To  the  question  whether  any  people  at  any  time 
can  govern  themselves  it  is  no  answer  to  say  that 
they  can  if  they  are  willing.  As  well  say  that  a 
man  can  save  money  if  he  is  wilUng,  or  give  up  drink 
if  he  is  willing.  The  question  is  whether  he  is  will- 
ing. That  would  depend  upon  how  clearly  he  saw 
his  interest.  We  have  seen  that  by  1916  the  Amer- 
ican people  had  to  some  extent  organized  knowledge 
for  pubhc  use,  were  developing  trained  leadership, 
and  through  special  associations  were  taking  com- 
mon counsel  to  influence  governmental  action.  We 
have  seen,  on  the  other  hand,  several  vital  particu- 
lars, especially  cutthroat  competition,  compulsory 
labor  cost,  laggard  agricultural  development,  mer- 
chant marine,  tariff  upheavals,  and  waste  of  pubhc 
money,  upon  which  it  remained  for  the  public  as  a 
whole  to  ordain  and  Congress  to  execute  the  mandate 
for  a  reversal  of  past  conceptions. 

In  1916  the  position  of  the  United  States  in  the 
world  was  as  perfect  an  example  as  could  be  found 
in  history  of  a  pohtical  unit  exposed  to  the  struggle 
for  existence  and  fated  to  survive  or  perish  according 
as  it  did  or  did  not  meet  the  ruthless  conditions  of  the 
contest  as  it  actually  existed.  Peoples  industrially 
and  commercially  superior  to  their  industrial  and 
conmiercial  competitors  passed  under  the  yoke  or 
under  the  heel  because  they  could  not  defend  them- 
selves by  force — like  the  Phoenicians.  Other  peoples 
of  advanced  civilization  could  not  agree  among  them- 
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selves  upon  plans  of  defense  or  even  to  6ght  as  OM^ 
and  have  been  conquered  by  barbarians — like  the 
Greeks.  Another  type  of  peoples  stagnated  indu^ 
trially  until  keener  competitors  invaded  them  ooitt- 
mercially,  and,  weakened,  they  were  also  ovemm  by 
armies — like  ancient  Egypt  and  the  Rome  of  the 
Antonines. 

Assume  that  in  any  reasonable  degree  the  people 
of  the  United  States  would  always  sanction  and 
Congress  provide  for  military  defense  up  to  the 
limit  of  their  means.  Assume  that  American  ar- 
mies and  fleets  so  provided  would  always  be  crf- 
ficered  and  manned  with  whatever  quality  was 
needed  up  to  the  limit  of  American  intelligence  and 
spirit  at  the  time.  Could  it  be  assumed  that  the 
American  people  and  Congress  would  consent  to 
the  less  direct,  less  overt  defense — the  defense  which 
consists  in  giving  industry,  trade,  and  transportation 
such  conditions  that  the  national  income  would  sup- 
port a  military  establishment  and  that  Americans  in 
rivalry,  eager,  confident,  unhandicapped,  would  caor 
tinue  to  be  the  alert,  courageous,  and  patriotic  people 
from  whom  formidable  forces  could  be  drawn? 

Nobody  could  answer  without  prophesjring,  and 
whoever  prophesies  forfeits  confidence.  Remember- 
ing, however,  that  with  political  parties  and  political 
participation  by  the  citizens  what  it  was,  leadeiship, 
information,  and  organization  had  aooomptiflhed 
achievements  previously  regarded  as  beyond  the 
bounds  of  possibiUty,  a  significant  circumstance  was 
the  reserves — the  stay-at-home  voters.    It  fraa  oom- 
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puted  in  a  former  chapter  that,  in  twenty-four  years, 
this  "vote"  had  increased  to  a  point  which  in  pro- 
portion was  startUng — that,  allowing  for  the  women 
voters  offsetting  loss  of  men,  if  the  same  percentage 
of  males  over  twenty-one  had  voted  for  President 
in  1916  as  in  1892  the  total  cast  would  have  been 
about  three  and  a  third  millions  larger  than  it  was. 
Among  these  three -odd  miUion  non- participants 
must  have  been  many  who  understood  the  perplexi- 
ties of  managing  a  business  enterprise  and  who 
sympathized  with  the  frame  of  mind  into  which 
conflict  with  politicians  had  put  men  of  affairs. 
There  were  unquestionably  many  others  who  halted 
between  two  opinions — they  could  not  make  up 
their  minds  where  prosecution  ended  and  persecution 
began,  hence  they,  too,  passed  the  electoral  hours 
in  other  pursuits  than  the  exercise  of  sovereignty. 

THE  MAN  IN  THE   STREET 

This  non-voter,  the  man  in  the  street,  had  seen  the 
concentration  of  industry,  coihmerce,  and  transpor- 
tation; he  had  been  told,  and  perhaps  from  experi- 
ence beheved,  that  credit  was  cornered.  The  Inter- 
state Commerce  Commission  informed  him  that 
railways  had  been  * '  looted. ' '  Mr.  Taf t  set  forth  that 
certain  combinations  "found  they  had,  in  order  to 
keep  out  or  destroy  competition,  to  resort  to  deep 
imderselling,  to  exclusive  dealing  with  retailers,  to 
buying  and  dismantUng  competing  plants,  to  making 
preferential  contracts  with  railroads,  and  to  doing 
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many  other  things  of  an  unfair  character  in  com- 
petition which  their  great  capital  and  control  of  a 
large  part  of  the  trade  enabled  them  to  make  ef- 
fective weapons  for  the  purpose."  F^rank  A.  Van- 
derlip,  president  of  the  largest  American  bank,  ad- 
mitted that  in  railroading  and  in  buaneas  things  had 
been  done  that  ought  not  to  have  been  done  and  that 
the  transformation  in  conditions  had  made  inevitable 
a  readjustment  of  laws  and  standards.  Mr.  Wilson 
declared  a  "new  freedom"  was  needed;  and  if  the 
thoroughfarer  traveled  about  and  convened  much  he 
learned  that  this  proposition  conmiended  iteelf  to 
many. 

The  man  in  the  street,  however,  heard  a  swelling 
chorus  of  business  men,  amid  which  he  recognised  the 
voices  of  respected  neighbors.  These  depracited, 
like  Mr.  Vanderlip,  denunciation  against  aO  men  of 
large  connections  for  the  misdeeds  of  some.  They 
pleaded  for  care,  deliberation,  and  counsel  with  men 
of  their  knowledge.  They  bewwled  a  bli^t  upon 
prosperity  which  they  said  had  been  induced  and 
aggravated  by  what  had  been  done  and  by  what 
they  feared. 

"What  shall  I  think?"  asked  the  man  in  the  street 
When  had  these  same  men  and  others  similar,  when 
threatened  with  restramt,  failed  to  predict  calamity? 
Did  they  not  prophesy  the  end  of  the  world  when 
railroads  began  to  be  regulated,  and  had  harm  come 
yet  from  it? 

The  respected  neighbor,  on  the  other  hand,  whose 
voice  was  identified  in  the  choir  aforementioned, 
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spoke  his  mind  at  the  annual  powwow  of  the  county 
club.  As  to  railroad  regulation,  bless  you,  he  cried, 
do  you  seriously  deny  that  harm  has  been  done,  when 
the  railroads  pass  through  1912-'13,  a  year  of  rich 
opportunity  to  lay  something  by,  and  come  out  with 
an  actual  loss  in  their  net?  As  for  the  chronic  ob- 
struction accredited  to  business  men,  he  demanded 
to  know  how  many  hare-brained  schemes  out  of  a 
hundred  ever  survived  their  criticism  and  who  would 
have  killed  off  those  propositions  if  business  men  had 
not? 

It  all  weighed  heavy  on  the  man  in  the  street.  He 
decided  that  on  Election  Day  he  would  take  his  wife 
and  the  children  for  an  outing.  About  three  and  a 
third  million  men  attended  that  picnic.  Somewhere 
out  yonder,  reading  the  papers,  thinking,  talking 
matters  over  with  the  neighbors,  was  this  throng, 
unheard  and  uncounted.  Others  were  counted  who 
voted  for  a  friend,  or  because  a  hack  called,  or  from 
force  of  habit. 

All  these  voters  on  strike  resembled  the  "non- 
theater-goers"  who  pack  the  house  for  months  when 
some  manager  "panders  to  moral  sentiment."  They 
were  in  position  to  dictate  the  terms  upon  which  they 
would  return  to  work.  The  people  could  not  be 
chloroformed.  The  day  for  that  was  past.  Voters 
in  general  would  not  believe,  unless  it  were  con- 
stantly in  evidence,  that  the  greater  part  of  the 
commercial  world  cordially  favored  advancement  of 
the  standards  of  living  among  the  people.  A  few 
conspicuous  men,  some  associations,  and  a  part  of 
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the  press  by  chronic  obstruction  had  ftnufed  Um 
public,  some  judges  and  many  IcgLBlatora  had  per* 
mitted  their  petrifaction  to  aggravate  the  popular 
anger.  Advocates  of  caution  who  got  a  hearing 
those  days  were  those  who  traveled  in  reputable  com- 
pany, played  the  game  all  on  top  of  the  table,  proved 
ready  to  co-operate  in  le^lation  for  neoenary  r&> 
strictions,  exhibited  a  convincing  sjTnpathy  with 
labor.  That  was  their  way  of  making  the  working- 
man  imderstand  that  work  does  not  descend  from 
heaven  like  manna;  that  it  is  provided  by  brains 
and  capital;  that  the  most  delicate  function  in  the 
world  is  to  create  and  maintain  conditions  under 
which  brains  and  capital  can  provide  work — the 
easiest  thing  in  the  world  to  create  conditions  under 
which  they  cannot  provide  work. 

Hope — that  was  America.  Hope  of  the  poor  boy 
that  he  could  rise  to  the  top.  Hope  of  all  oonoemed 
that  there  would  be  something  worth  while  to  be 
at  the  top  of,  and,  what  was  more  important  for 
the  majority,  something  continuous  and  profitable, 
in  a  world  of  fierce  competition  and  relentless  stand- 
ards of  excellence,  to  be  at  the  bottom  of. 

HTT-THE-TRAIL  THANK80IVIN0 

It  was  a  wonderful  opportunity  for  the  ministers, 
the  hall-lecturers,  the  after-dinner  orators,  and  the 
editors.  Take  it  some  Thank8gi\'ing  week.  Imagiiie 
a  clergyman  who  is  not  above  secular  themes  foeua- 
ing  a  stem  eye  on  the  man  in  the  street  (for  the 
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moment  the  man  in  the  pew)  and  admonishing  him 
somewhat  like  this: 

''You  are  thankfuL  Why  are  you  thankful? 
Because  you  hve  in  a  free  country.  Why  is  it  a 
free  country?  Because  a  certain  number  of  men 
in  former  generations  did  something  for  you  to 
be  thankful  for.  They  did  what  has  to  be  done 
if  a  community  is  to  be  free.  They  gave  them- 
selves to  its  problems.  What  are  you  doing  to 
keep  this  country  free?  Do  you  suppose  it  will 
stay  free  from  force  of  habit  or  by  self-renewal? 
Well,  it  won't.  God  moves  in  a  mysterious  way 
His  wonders  to  perform,  but  if  this  job  is  to  be 
done,  somebody  has  got  to  do  it. 

"Do  you  fancy  that  the  currency  has  some  sort 
of  armor-plate  that  protects  it  automatically  from 
soft-money  attacks? 

"Are  you  possessed  by  the  superstition  that  rail- 
way credit  will  heal  itself  if  Nature  takes  her  course, 
without  human  aid? 

"Do  you  expect  that  hiding  your  head  in  the 
pillows  will  give  nerve  to  your  neighbors  who  now 
refrain  from  starting  enterprises  because  they  are 
forbidden  to  desist  concertedly  from  cutting  one 
another's  throats? 

"Have  you  at  home  a  book  or  magazine  that  says 
industry  and  the  Republic  will  survive  the  acquire- 
ment of  privileges  by  capital  or  management  or  labor 
and  hence  there  is  nothing  for  anybody  to  do  about 
it? 

"You  are  thankful.    What  are  you  doing  to  make 

320 


SOME  ANTI-TOXINS 

other  people  thankful  and  to  remain  thankful  your- 
self? 

**In  your  face  I  can  read  that  you  would  like  to 
give  yourself  to  your  countr>''8  problems,  but  you 
haven't  any  place  to  grab  hold.  Maybe  not,  but  if 
not  who  are  you?  If  you  are  an  employee  there  is 
an  organization  of  such  employees.  If  you  are  a 
merchant  or  manufacturer  there  is  a  local  busnea 
organization  and  a  national  trade  body.  If  you 
follow  a  profession  it  has  its  society.  Do  you  be- 
lieve your  organization  is  giving  itself  to  the  problem 
of  preserving  what  you  are  thankful  for?  Do  yoa 
believe  your  organization  is  for  America  first  and  for 
its  special  class  second,  or  for  its  special  claas  first 
and  America  second,  or  /Vmerica  nowhere?  Have 
you  thought  enough  about  the  aims  and  perform- 
ances of  your  organization  to  have  a  belief  about  its 
effect  upon  the  preservation  of  America  as  a  land  of 
freedom  and  opportimity? 

"You  are  a  good  man.  Aren't  you  sitting  there  in 
a  pew  in  church?  Yes,  but  does  your  organisataoo 
suit  you  as  an  American,  and  if  not,  are  you  doing 
anything  to  make  it  suit  you? 

"Upon  this  day  of  thanks  I  give  you  a  piece  ol 
counsel,  part  gratitude,  part  duty,  part  prudenoe. 
Here  it  is:  Fear  God  and  boost.  Boost  in  your 
organization  for  an  American  policy  of  freedom  and 
opportunity." 

Picture  all  the  ministers  and  all  the  hall-lectureni 
and  all  the  after-dinner  orators  and  all  the  editors 
devoting  themselves  Thanksgi\dng  week  to 
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the  man  in  the  street  back  on  to  the  job — the  job  of 
systematically  and  conceitedly  studjdng  what  ails 
the  Republic  and  conveying  the  results  through 
adequate  mechanism  to  the  mind  and  purpose  of  the 
political  representative.  A  substantial  number,  as 
my  brother  evangelist  loves  to  say,  might  hit  the 
trail. 
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This  book  on  trison  reform  is  for  the  general  reader 
at  well  as  for  tne  judgty  the  lawyer,  the  student.  It 
enumerates  all  the  latest  theories  on  the  subject  and  the 
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practical  suggestions  for  dealing  xtnth  the  various  phases 
of  the  many-sided  problem  of  the  o^ender. 
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By  W.  H.  Tolman  and  Lkonard  B.  Kendall 
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accidents  and  disease.  This  volume  is  the  result  of 
years  of  study  on  the  neto  industrialism  from  the  point 
of  view  of  safeguarding  the  human  factors.  It  is 
based  on  the  best  American  and  European  practice. 
Fully  Illustrated 
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OF  SCIENTIFIC  MAN.4GEStENT 
By  Frederick  W.  Taylor 
The  author  is  the  originator  of  the  system  of  Scien- 
tific Management,  and  for  nearly  thirty  years  was  at 
tpork  on  the  principles  which  have  made  such  changes 
in  this  and  other  countries. 

SHOP  MANAGEMENT  By  Frederick  W.Tatlok 
A  practical  exposition  of  the  theories  discussed  in 
the  foregoing. 

APPLIED  CITY  GOFERS MENT 
By  Herman  G.  J  amis 
The  author  is  associate  professor  of  government  and 
director  of  the  bureau  of  municipal  research  and  refer- 
ence at  the  University  of  Texas.  The  smkitle  of  tkit 
book  is  "  The  Principles  and  Praetiee  of  City  Charter- 
Making.'* 
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Former  Member  Industrial  Commission  of  Wisconsin,  and 
^United  States   Commission   on    Industrial    Relations,  and 

John  B.  Andrews,  Ph.D. 

Secretary  of  the  American  Association  for  Labor  Legislation 
Editor  of  the  "American  Labor  Legislation  Review" 

*'  The   best  American   text  book   in   its  particular 
field"— Prof.  JAMES  FORD,  of  Harvard  University. 
Crown  8vo,  Cloth 


PRINCIPLES  OF  CONSTITUTIONAL 
GOVERNMENT 

By  Frank  J.  Goodnow,  LL.D. 

President  Johns  Hopkins  University 

The  President  of  the  Johns  Hopkins  University  is 
an  authority  of  international  reputation.  It  will  be 
remembered  that  he  was  invited  to  China  by  the  Gov- 
ernment to  draw  up  a  constitution.  This  book  is 
not  only  a  comprehensive  statement  of  the  subject, 
but  it  is  clearly  and  interestingly  written. 
Crown  8vo,  Qoth 
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WOODROW  WILSON 


HISTORY  PF  THE  AMERICAS  PEOPLE 

Tkr  particular  valut  of  IVoodrow  fVihoiCt  kulory  is 
iu  dose  approach  to  the  life  of  the  American  peotle  in 
each  successive  phase  of  their  history.  He  devoteu  years 
of  labor  to  this  work,  the  years  in  which  he  was  leaching 
American  history  in  the  universities  and  studying  it  first 
hand  from  official  and  all  other  available  sources. 
Five  volumes,  fully  illustrated.  Qoth,  Three-quar- 
ters Calf,  or  Three-quarters  Levant 

GEORGE  WASHINGTON 

In  the  perspective  of  American  history—a  persfeetim 
clearer,  perhaps,  to  this  writer  than  to  any  other — the 
period  treated  is  especially  significant,  the  Revolutionary 
IV ar,  and  the  establishment  of  the  Republic  on  the  firm 
basis  of  constitutional  law.       Illustrated,  Crown  8vo 

WHEN  A  MAN  COMES  TO  HIMSELF 

**  The  philosophy  of  the  little  essay  is  sound  and  the 
emphasis  it  places  on  a  man's  trying  to  bring  about 
his  own  great  awakening  makes  U  stimulating  read- 
ing."— Boston  Evening  Transcript.  i6nio 

ON  BEING  HUMAN 

"  With  his  customary  charm  of  memsur  cmi  ieKeaU 

instinct  for  the  nuances  and  subtleties  of  words,  Mr. 

Wilson  wrius  of  human  qualities  in  books  and  men.   He 

makes  a  pleafor  serenity  and  cri/Joiw.**— Newark  Newt. 
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THE  PRESIDENT  OF  THE  UNITED  STATES 

In  this  book  Mr.  Wilson  analyzes  the  office  as  a 

part  of  our  government  and  interprets  it  in  the  light 

of  its  kistorical  evolution.  i6mo 
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IN  VACATION  AMERICA    By  Harrison  Rhodes 

In  this  hook  of  leisurely  wanderings  the  author 
journeys  among  the  various  holiday  resorts  of  the 
United  States  from  Maine  to  Atlantic  City,  Newport, 
Bar  Harbor,  the  Massachusetts  beaches.  Long  Island 
Sound,  the  Great  Lakes,  Niagara,  ever-young  Green- 
briar  White  and  other  Virginia  Springs,  Saratoga, 
White  Mountains,  the  winter  resorts  of  Florida,  the 
Carolinas  and  California.  Illustrated  in  Color 

ALONG  NEW  ENGLAND  ROADS 
By  William  C.  Prime 

All  those  who  are  on  the  lookout  for  an  unusual  way 
to  spend  a  vacation  will  find  suggestions  here.  This 
book  of  leisurely  travel  in  New\IIampshire  and  Vermont 
has  been  reprinted  to  meet  the  demand  for  a  work  that 
has  never  failed  to  charm  since  its  first  publication 
more  than  a  decade  ago.  Illustrated 

AUSTRALIAN  BYWAYS  By  Norman  Duncan 
In  this  book  the  author  gives  a  chatty  account  of 
his  trip  along  the  outskirts  of  Australian  civilization. 
The  big  cities  were  merely  passed  through,  and  the 
journeying  was  principally  by  stage-coach,  on  camel- 
back,  or  by  small  coastal  steamers  from  Western  Aus- 
tralia to  New  Guinea.  Illustrated  in  Tint 

CALIFORNIA:  An  Intimate  History 
By  Gertrude  Atherton 

The  California  of  to-day  and  the  California  of  yester- 
day with  its  picturesque  story,  are  set  forth  in  this  book 
by  the  one  writer  who  could  bring  to  it  the  skill  united 
with  that  love  for  the  task  of  a  Calif ornian-born,  Gertrude 
Atherton.  This  story  of  California  covers  the  varied  his- 
tory of  the  state  from  its  earliest  geological  beginnings 
down  to  the  California  of  191 5.  Illustrated 
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